AMERICAN BANKERS ASSN. 
JOURNAL 


Why the Treasury Pays the Rate 


By A. W. MELLON 


Secretary of the Treasury 


Department Must Reckon With Practically the Same Factors as 
Does an Investment Banker in Floating a New Issue. Treasury 
Has Borrowed at a Lower Rate than States and Municipalities 


on their Fully Exempt Short Term Bills. 


HE factors which the Treasury 

must always take into consideration 

in floating a new issue of securities 

are practically the same as those 
which must be considered by any invest- 
ment banker in floating new issues for his 
clients. All Government offerings are made 
on a strict investment basis. The Treasury 
always aims to sell its securities at the low- 
est possible interest rate consistent with 
their successful distribution among investors, 
and with this in view it always gives close 
attention and consideration, in connection 
with the determination of the amount and 
terms of each issue, to the market quotations 
on outstanding securities and to prevailing 
money market conditions. No one realizes 
better than the Treasury that the burden of 
paying the interest on the public debt falls on 
the country’s taxpayers, and I can assure you 
that every effort is made to minimize this 
burden. On the other hand, it is necessary to 
meet market conditions in carrying on re- 
funding operations and in securing funds to 
meet current activities. If Treasury certifi- 
cates and notes should be offered at rates of 
interest lower than market conditions war- 
rant, they would not prove sufficiently attrac- 
tive to investors and the funds necessary to 
carry on the Government’s activities would 
not be available. 


No Patriotic Appeal 


HE Government can no longer appeal to 
the public to purchase its securities at 
less than market rates on grounds of 
patriotism. 
In the Government financing which took 


place on Dec. 15, 1923, the Treasury re- 
quired to meet maturing obligations and to 
carry it over the period to March 15, 1924, 
about $350,000,000. One-third of this could 
be thrown into June 15, 1924, maturities, 
when maturing obligations were somewhat 
lower than expected receipts, and two-thirds 
placed in Dec. 15, 1924, maturities, on which 


Mr. Mellon’s Rejoinder 


HE charge that the Government 

is paying an excessive rate of in- 
terest on its borrowing was made on 
the floor of the Senate in February 
by Senator Hendrik Shipsted, the 
Farmer-Laborite who represents Min- 
nesota in the upper chamber of Con- 
gress. Pointing to the heavy over- 
subscription which has always at- 
tended the flotation of all post-war 
Treasury offerings and reviewing the 
interest rates paid by others, Senator 
Shipsted ventured the opinion that 
the “high” interest rates cost the peo- 
ple at least $100,000,000 a year direct- 
ly. By “setting the pace” the Treas- 
ury, he charged, was the indirect cause 
of the prevailing rates on loans in the 
agricultural districts. 

The editor of the AMERICAN BANK- 
ERS ASSOCIATION JOURNAL asked Sec- 
retary of the Treasury Mellon for a 
statenient, telling how the Government 
fixes the rate on its borrowings. Here 
is what Mr. Mellon says. 


Bulk of Debt at 44%. 


date there were no other maturing obliga- 
tions. A summary of the market situation 
Dec. 10, 1923, when the Dec. 15 financing 
was announced, with the maturity dates, the 
amount of short-term issues then outstand- 
ing and their return based on the market 
price follow: 

Maturity 


March 15, 1924 
June 15, 1924 
Sept. 15, 1924 
Dec. 15, 1924 
March 15, 1925 


Amount Outstanding Return 


$570,946,500 
311,088,600 
377,681,100 


598,355,900 
Interest Rate Correctly Fixed 


BVIOUSLY the above market situation 

called for an interest rate of 4 per 
cent on the six months’ certificates maturing 
June 15, 1924, and 4% per cent on the certifi- 
cates maturing Dec. 15, 1924. That in spite 
of over-subscriptions, the interest rate was 
correctly fixed is shown by the fact that 
in the week succeeding their issuance large 
amounts of the new issue of each series 
changed hands at par. 

The March 15 certificates were -offered 
Monday morning, March 10, and the previ- 
ous Saturday the price of Government short- 
term obligations indicated the following re- 
turns on the maturity dates: 

September 15, 1924... 

December 

March 15, 

Faced with this market situation, a 344 per 
cent rate was too low for a nine months’ cer- 
tificate. To have made this 37% would have 
been to adopt an inconvenient rate. It was 
determined, therefore, to issue twelve 
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months’ certificates on a 4 per cent basis, 
which exactly hit the market. 

It is possible, of course, that the Treasury 
might at times have issued its securities 
at a somewhat lower rate and have appealed 
to the Federal Reserve banks to support the 
market through heavy purchases of such 


will take the trouble to examine the market, 
it will be found that there are comparatively 
few successful offerings of securities of any 
kind which are not over-subscribed. In fact, 
if they are under-subscribed the offering is 
in part a failure and reflects on the judg- 
ment of those who made it. The invest- 
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and by May, when the next issue was due, 
they were selling at a yield of over 4.60, 
The May issue was an unusually large one, 
amounting to nearly $700,000,000, and | do 
not believe anyone familiar with the market 
would contend that the issue would have 
been successful at a lower rate. You will 


securities in case the proper distribution 
To pursue such 


should not be effected. 
a course in peace times, 
however, would seem _ to 
me to be inexcusable. It 
would create an artificial sit- 
uation in the investment and 
money markets and tend to 
produce inflation. It may be 
noted in this connection that 
the Treasury has succeeded 
in borrowing on its certifi- 
cates of indebtedness at a 
lower rate than even states 
and cities have been able to 
borrow on their fully tax- 
exempt short-term bills, 
though in substance the 
Treasury certificates are ex- 
empt only from the normal 
income tax. During the 
whole of February, for ex- 
ample, the City of New York 
paid 4% and 4% per cent on 
its short-term bills, while the 
Treasury is now offering 
one-year certificates at 4 per 
cent. Moreover, the Treas- 
ury’s long-term bonds not 
wholly tax-exemot do not 
bear higher rates than the 
average on municipal bonds 
issued during and since the 
war, which are wholly tax- 
exempt. The Treasury’s 
wholly tax-exempt securities 
bear a rate nearly 1 per cent 
lower than municipal tax- 
exempt securities. A glance 
at the public debt state- 
ment will show that the 
great bulk of the outstand- 
ing public debt bears 4% 
per cent or less. During the 
heavy refunding operations 
of 1921 and the early part 
of 1922, when the money 
market was tight and inter- 
est rates high, it was nec- 
essary, of course, to issue 
securities at somewhat high- 
er rates, but it will be 
noted that none of these is- 
sues have long maturities. 
They all mature within the 
next few years and can soon 
be replaced by issues at 
lower rates, according to the 
conditions of the market. In 
fact the two series of notes 
which bear the highest rates 
mature during the current 
calendar year and will be 


ment market is an exceedingly delicate af- 
fair, and a very small difference in rate will 


From Secretary Mellon’s Explanation 


of Interest Rates 


6éJF Treasury certificates and notes should be offered at 

rates of interest lower than market conditions warrant 
they would not prove sufficiently attractive to investors and 
the funds necesssary to carry on the Government's activities 
would not be available. 


“The Government can no longer appeal to the public to 
purchase its securities at less than market rates on grounds 
of patriotism.” 


“It is possible, of course, that the Treasury might at times 
have issued its securities at a somewhat lower rate and have 
appealed to the Federal Reserve banks to support the market 
through heavy purchases of such securities in case the proper 
distribution should not be effected. To pursue such a course 
in peace times, however, would seem to me to be inexcusable. 
It would create an artificial situation in the investment and 
money markets and tend to produce inflation.” 


“The Treasury has succeeded in borrowing on its certifi- 
cates of indebtedness at a lower rate than even states and 
cities have been able to borrow on their fully tax-exempt 
short-term bills, though in substance the Treasury certificates 
are exempt only from the normal income tax.”’ 


“The principal evidence in support of the contention that 
the Treasury is paying too high rates seems to be that the 
various offerings were over-subscribed, but if one will take 
the trouble to examine the market it will be found that there 
are comparatively few successful offerings of securities of 
any kind which are not over-subscribed.” 


The rates paid on Government securities and the discount 
rates of Federal Reserve banks reflect conditions in the money 
market rather than cause them. 


“The comparatively high money rates which continue to 
prevail are the result of economic conditions which exist 
throughout the world. The demand for capital everywhere 
following the destruction of the war is so great that high rates 
must be paid by those who wish to secure the limited supply.” 


“The farmers greatest enemies to-day are those who, 
posing as his champions, lead him into the belief that his 
ills can be cured by political measures rather than through 
the necessary economic adjustments, and who seek to divert 
him from facing the facts.” 


recall the violent criticisms which were di- 
rected against the Treasury after the war 


when the Liberty bonds sold 
below par on the ground that 
the rates on the loans were 
too low. 

In comparing the rates on 
acceptances with the vari- 
ous types of Government se- 
curities, the differences in 
the nature of the issues, in 
maturity dates, size of is- 
sues, changing market con- 
ditions, and other fundamen- 
tal factors were wholly ig- 
nored. Rates on acceptances 
are for 90-day bills, and it 
might be noted that in De- 
cember, 1923, the Treasury 
issued six-months’ securities 
at 4 per cent and is now of- 
fering an issue of twelve- 
months’ securities at 4 per 
cent, while the market rate 
on bills was 4% to 4% on 
the former date and is now 
4%. A compilation of inter- 
est rates shows that the rate 
on six-months’ certificates 
has conformed fairly closely 
to the rate on 90-day bills 
since 1921, and that the rate 
on commercial paper has run 
approximately 34 to 1 per 
cent higher. 

Much of the criticism of 
the Treasury and the Fed- 
eral Reserve banks clearly 
betrays a lack of under- 
standing of the fundamen- 
tal economic principles which 
determine interest rates. The 
impression seems to prevail 
that conditions in the money 
market are due entirely to 
the rates paid on Govern- 
ment securities and to the 
discount rates of Federal Re- 
serve banks, and that these 
rates can be fixed arbitrarily 
at a higher or lower level, 
thus determining market 
conditions at will. On the 
contrary both the rates paid 
on Government _ securities 
and the discount rates of 
Federal Reserve banks re- 
flect conditions in the money 
market rather than cause 
them. Fundamentally, in- 
terest rates are determined 
by the demand for and sup- 
ply of capital. The com- 


paid off or refunded at the market rates. 


Meaning of an Over- 
Subscription 
a principal evidence in support of the 
contention that the Treasury is paying 


too high rates seems to be that the various 
offerings were over-subscribed, but if one 


mean the difference between success and 
failure of the offering. Reference was made 
to the Treasury notes of Jan. 15, 1923, bear- 
ing 4% per cent and the notes of May 15, 
1923, bearing 434 per cent. The daily quo- 
tations, which are, of course, the best index 
of what the market will take, show ‘that 
soon after the issue of the 4% per cent 
notes in January they dropped below par, 


paratively high money rates which con- 
tinue to prevail are the result of economic 
conditions which exist throughout the world. 
The demand for capital everywhere, fol- 
lowing the destruction of the war, is 
so great that high rates must be paid by 
those who wish to secure the limited sup- 
ply. The return to normal rates must nec- 
essarily be a gradual process, depending upon 
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the rapidity with which the supply of capi- 
tal is replenished. A. scarcity of capital is 
something beyond the power of the Treasury 
or banks to prevent. It is a persistent fal- 
lacy that financial and credit institutions can 
create capital or make it cheap. They can 
manufacture credit, but only in a limited 
sense can credit take the place of capital. 
Capital can be created only by increased 
productivity and increased savings. 


Conditions in Northwest 


ITH reference to the effect of the 

Federal Reserve bank rate on condi- 
tions in the Northwest, statistics show that 
in the Minneapolis district the average rate 
charged by member banks to customers on 
paper which they in turn rediscounted rose 
from 7.65 per cent in December, 1921, to 
7.99 per cent in December, 1923, although 
the discount rate of the Federal Reserve 
Bank of Minneapolis declined from 5% to 
4% per cent. On the latter date the spread 
between the discount rate and the rate 
charged by member banks to their custom- 
ers was 3% per cent. This would hardly 
bear out the contention that the plight of 
the banks in that district is due to the 
discount rate of the Federal Reserve bank. 
A similar situation prevails in some of 
the other districts, particularly in the ag- 
ricultural districts. Many banks have long 
been accustomed to charge the maximum 
rate allowed by the usury laws of the state, 


The Flood 


ONGRESS has not proved to be so 

efficient this session in passing laws, 
but it has shown itself prolific in proposing 
them. 

Late in March the records recounted that 
more than 8000 bills had been introduced in 
in the House of Representatives, while those 
introduced in the Senate had passed the 
3000 mark. Besides these legislative pro- 
posals, there were several hundred resolu- 
tions—which if passed would have the force 
of law—that had been sponsored in the two 
houses of Congress. 

The odds against the passage of a bill 
in Congress are about thirteen to one. 

The great mass of bills introduced are 
relief measures. In order to obtain the 
granting of a pension or to get an increase 
in the Federal aid, it is necessary for both 
houses to pass upon it. No bridge can be 
built across a river which serves as a 
boundary between states, without specific 
action. Individuals cannot be indemnified 
for claims for damage done to their prop- 
erty by Federal agents without the approval 
of Congress. Thus the number of bills in- 
troduced is run up into the thousands. In- 
stead of considering pension and claims bills 
individually, the House of Representatives 
makes a practice of combining all the meas- 
ures, which have been favorably reported 
by the committee, in an omnibus bill. It is 
voted upon as one measure. 


T is, of course, impossible for any one 
member of Congress to inquire into the 
merits of each piece of legislation which 
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especially on the smaller loans. In some 
sections of the country these rates range 
from 6 to 10 per cent and are still paid 
by many borrowers in spite of the discount 
rate of 41%4 per cent. In many agricultural 
sections, moreover, a great majority of the 
commercial banks are not members of the 
Federal Reserve system, and under such 
conditions it would be difficult for the Fed- 
eral Reserve banks to exercise any great 
influence over the higher level of interest 
rates for those districts. In fact, the dis- 
count rates of none of the Federal Reserve 
banks can be said to be effective at the 
present time in the sense that they are a 
controlling factor in the general level of 
interest rates. It should be noted in this 
connection that discount rates of Federal 
Reserve banks are not fixed with the idea 
of enabling member banks to make a profit. 
Commercial banks are not primarily bor- 
rowing institutions; they are lenders, and 
for them to borrow in order to lend at a 
profit is universally recognized as unsound 
practice. The primary purpose of reserve 
institutions is to assist commercial banks 
in times of unusual or emergency demands 
rather than to extend a permanent line of 
credit on which member banks can make 
a profit. In connection with this whole 
question of discount rates and the function 
of reserve institutions, it is significant that 
in England and other European countries 
the bank rate is almost constantly higher 
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than market rates on discountable paper. 
Since the entrance of the United States 
into the world war in 1917, however, the 
rates of Federal Reserve banks have been 
lower than rates charged by member banks 
on practically all paper rediscounted. 


Farmer’s Greatest Enemies 


the Treasury welcomes any pub- 
lic discussion or suggestions with ref- 
erence to its policies, I realize that much 
harm has been done by charges against the 
Federal Reserve system by those who are 
neither familiar with the facts nor the fun- 
damental economic principles involved. 
These charges have inflamed the minds of 
the public in certain sections with wholly 
imaginary evils and injustices, and any con- 
tribution that you can make toward the 
better understanding of our banking and 
financial system will be a public service. I 
fully appreciate the conditions in certain 
agricultural districts. but in my opinion the 
farmer's greatest enemies today are those 
who, posing as his champions, lead him into 
the belief that his ills can be cured by politi- 
cal measures rather than through the neces- 
sary economic adjustments, and who seek to 
divert him from facing the facts in the case 
by indiscriminate attacks on existing institu- 
tions. What the farmer needs above all 
else at this time is sound constructive states- 
manship. 


of Bills That Deluges Congress 


is proposed. However, the committees hav- 
ing jurisdiction over the respective bills go 
into the merits of the bills and report their 


decisions to the House. On many of the 
less important measures the members of 
Congress have to rely in voting almost en- 
tirely upon the judgment of their colleagues. 

While the country at large gets the im- 
pression that Congress is composed of so 
many different factions that it is unable to 
agree upon anything, it is a surprising fact 
that much of the business in the House and 
the Senate is done by unanimous consent. 
If one member in either chamber objects, 
not a wheel could be turned upon many 
occasions. As certain bills are passed upon 
by the committees, they are placed upon 
the unanimous consent calendar. In the 
House and Senate certain days are set aside 
for the consideration of the calendar. Upon 
these occasions the bills are taken up in their 
turn. If any member objects to the con- 
sideration of the bill, it is passed over. In 
view of this arrangement, it is surprising to 
see just how much has been accomplished 
under the prevailing arrangement. 


HE average visitor, seeing the House or 

Senate in session for the first time, is 
generally impressed by the apparent lack of 
attendance and disorder on the floors of the 
two houses. Frequently not more than eight 
or ten Senators may be seen upon the floor 
of the upper chamber. In the House it is 
a rare sight to see more than 150 Repre- 
sentatives on the floor, unless there is a bill 
of commanding interest up for consideration. 


The House sits as a committee of the whole 
in considering legislation. While there is 
a total of 435 members in the House, 100 
constitute a quorum when it is sitting as 
the committee of the whole, so a larger par- 
ticipation is not necessary. In the Senate, 
however, at least half of. the Senate must 
be present before business can be conducted 
if any member observes the absence of a 
quorum. 

During filibusters—when the Senate tries 
to talk a bill to death—observing the ab- 
sence of a quorum is one of the favorite 
methods of killing time. The electric bells 
are rung vigorously to sound the alarm in 
all parts of the Senate office building and 
in the Capitol proper. Senators start pour- 
ing into the chamber by all of the doors. 
It requires several minutes to call the roll. 
When this is repeated time after time, a 
gcod portion of the legislative day may be 
killed. In the House, where a limit may 
be placed upon the time that any member 
may talk, filibustering is an unpracticed art. 


Ward M. Burgess, president of M. E. Smith 
& Company, has sold his stock in The Omaha 
National Bank, which automatically severs all his 
connection with The Omaha National Bank and 
its affiliated companies, The Omaha Trust Com- 
pany and The Omaha Safe Deposit Company in 
order that he may devote his entire time to the 
companies in which he is especially interested— 
M. E. Smith & Company and Burgess-Nash Com- 
pany. Mr. Burgess’ stock was purchased by 
George Brandeis, Charles C. George, Louis C. 
Nash, Randall K. Brown, I. W. Carpenter and 
Walter W. Head. 


‘ 


VEN if the best laid plans mature, 

Uncle Sam is going to be digging 

deeply into his pockets for the next 

fifty years before he pays off what 
he now owes. What with a World War, 
generous loans to financially stricken allies 
and the mounting expenses of government, 
he has managed to run the debt up to the 
staggering total of twenty-one billions of 
dollars. Paradoxically, in the not very 
distant past, the whole government could 
be run on the interest on what he now 
owes. 

Who but recalls the nation-wide expres- 
sion of shock when the newspapers hailed 
the “first billion-dollar Congress.” Yes, it 
really had voted more than this colossal 
sum to keep the wheels of government 
running. This year practically one-third of 
all the revenue the United States will real- 
ize from the income tax, the tariff and all 
other sources will be expended for the pur- 
pose Of meeting the interest on the public 
debt and cutting it down to a smaller total. 
Inasmuch as the Nation cannot pay it all off 
at one time and get free of debt, it has 
been and will be necessary for the Govern- 
ment to refund by new borrowing as the 
various obligations become due. 

The Treasury last year wound up its re- 
funding of the short-dated debt. Within the 
span of two years it borrowed $7,500,000,- 
000 from the American people. Despite the 
magnitude of the operation, the public, 
through the banks, offered to loan two dol- 
lars for every one that the Treasury sought. 
Every issue went “over the top” with an 
oversubscription, one offering bringing a 
four-to-one response. The interest rates 
ranged from 534 to 4% per cent on the notes 
and from 5% to 3% on the Treasury certifi- 
cates of indebtedness, 


Where the Money Goes 


ITH one-third of the national income 

going out annually for public debt 
purposes and the Treasury confronted with 
the continuous problem of borrowing to meet 
maturing loans, the public is keenly con- 
cerned with the amount of interest that the 
Government pays. And what the Nation’s 
largest corporation pays for its money more 
or less affects the rates that the lesser 
corporations will have to pay. 

The question whether the Government is 
paying too much for its money was point- 
edly raised in the Senate in February when 
Hendrik Shipsted, the Farmer-Laborite Sen- 
ator from Minnesota, openly arraigned the 
Treasury on the charge that for over a 
year the Government has paid more than 
one-half of 1 per cent interest too much. 
Contending that the Treasury “set the pace,” 
Senator Shipsted concluded that a “great 
injustice” was being worked upon the peo- 
ple of the United States first “by increasing 
the expenditures of the Government by the 
amount unnecessarily paid as interest and 
thereby increasing the taxes,” and second, 
“by raising the rate that borrowers have 
to pay. It forces banks to pay a high 


Senator Shipsted’s Objections 


rate of interest on deposits, and, therefore, 
they have to charge a higher rate of inter- 
est to their borrowers, which, especially in 
the financially embarrassed agricultural com- 
munities of the Northwest, is a great hard- 
ship,” he argued. 

Reciting that Congress had invested the 
Secretary of Treasury with the power to 
issue Government securities to the amount 
of $21,500,000,000 and to fix the rates of 
interest that they shall bear, Senator Ship- 
sted said, from an examination of the Gov- 
ernment securities issued during 1923 and 
the securities now being offered, “it becomes 
at once apparent that the Federal Govern- 
ment is paying a higher rate of interest on 
borrowed money than is being paid by banks, 
commercial interests and states like New 
York, Massachusetts and municipalities like 
the city of St. Paul. The examination re- 
veals the astounding fact that the Govern- 
ment is outbidding banks for bank deposits 
by agents working through the Federal Re- 
serve banks,” he said, in observing that the 
financial papers carry the news that “banks 
in the large cities have ‘gone on a strike’ 
against commercial paper and are investing 
their funds in Government securities on ac- 
count of the high rate of interest paid by 
the Government, and because these securities 
are tax exempt when held by banks and 
other corporations.” 


Billion Dollars in Interest 


| gsc that public debt interest 
payments during the past fiscal year 
amounted to $1,055,000,000—or a quarter of 
a billion dollars more than the total Gov- 
ernment expenditures for 1916—Senator 
Shipsted said it was not surprising that 
taxes and the cost of living are high. Re- 
viewing the ten latest issues of the Treas- 
ury, he pointed out that, during 1923, the 
Government did not issue any securities at 
less than 4 per cent interest and paid as high 
as 43% per cent. 

“Comparing the rate of interest on the 
bonds that were sold in the year 1923 with 
the rate on bonds that were issued before 
the world war and are still outstanding, we 
find a very surprising difference in the 
rates,” Senator Shipsted declared. 

“Bonds amounting to $118,489,900 are out- 
standing, issued Feb. 1, 1895, due in thirty 
years, interest 4 per cent, were sold at a 
premium ranging from $4 to $11 per $100. 

“The bonds known as ‘consols of 1920,’ 
issued April 1, 1900, due in thirty years, 
$599,724,050 outstanding, bearing interest at 
the rate of 2 per cent, were sold at a pre- 
mium of about 50 cents on the $100. 

“Panama Canal bonds, of which there are 
outstanding about $75,000,000, issued Aug. 
1, 1906, and Nov. 1, 1908, bear interest at 
2 per cent, and were sold at a premium 
ranging from $2.43 to $3.51 per $100. 

“Panama Canal loan bonds, issued June 
11, 1911, due in fifty years, of which there 
are about $49,800,000 outstanding, bear 3 
per cent interest, and were sold at a pre- 
mium of $2.58 per $100. 
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“Conversion bonds, issued Jan. 1, 1916- 
17, of which there are outstanding $28.- 
894,500, due in thirty years, bear 3 per cent 
interest, and were exchanged at par. 

“These were all long-term bonds, and this 
feature appears to have made them attractive 
to the investors, and they paid a premium 
on 2 per cent bonds. In June, 1923, the 
Government paid 4 per cent interest on cer- 
tificates due in six months, but in May the 
same year the Government paid 434 per cent 
interest on notes due in three years and ten 
months, 


Pre-War Bonds Sold at 
Premium 


66] T has been claimed that the reason that 

these pre-war bonds sold at a premium 
was that they were eligible for security for 
national-bank circulation, and that there was 
such a large demand for these bonds by 
the national banks that that is the reason 
that 2 and 3 per cent bonds sold at a pre- 
mium. But, according to the report of the 
Comptroller of the Currency, the total Gov- 
ernment interest-bearing obligations that 
were outstanding on June 30, 1923, and 
were issued prior to 1917, that were eligible 
as security for national-bank circulation, 
amounted to $793,115,530, and of these $744,- 
654,990 are on deposit with the Treasurer 
of the United States as security for national- 
bank circulation, $4,993,000 to secure Federal 
Reserve bank notes, and $1,316,500 to secure 
deposits of public moneys. Hence there is 
outstanding the sum of $42,150,000 of these 
pre-war bonds that are eligible as securities 
for national-bank circulation. So it appears 
that a large amount of these bonds were 
purchased by private investors. 

“The Panama Canal 3 per cent bonds were 
not eligible for national-bank circulation, but 
were sold at a premium. The 3 per cent 
conversion bonds and the 2% per cent postal 
savings bonds were not eligible as security 
for national-bank circulation and were sold 
at par at the time they were issued. 

“The Treasury Department is now offer- 
ing Treasury savings certificates to yield a 
little more than 4%4 per cent interest com- 
pounded semi-annually, due in five years. 

“In my opinion the Government during 
the preceding year paid and is now paying 
too high a rate of interest on the gilt-edged 
Government securities issued by the Gov- 
ernment, and I believe that this opinion is 
sustained by the facts found in the report 
of the Secretary of the Treasury for the 
fiscal year ending June 30, 1923, and other 
sources of information. 


Setting the Pace 


66 HIGH rate of interest paid on Gov- 

ernment securities sets the pace in 
maintaining a high interest rate on borrow- 
ings of all kinds. In view of the fact that 
it is estimated that about 90 per cent of all 
commercial transactions are based on credit, 
the problem of the amount of interest paid 
on borrowings is of vital importance to all 
business life. 
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“Can there be any doubt but that the 
rate of interest that is paid on the public 
debt of the United States determines, to a 
large extent, the interest that has to be paid 
on all debts, private and public? 

“An increase in the interest rate on the 
debt of the United States raises the rate on 
all borrowings. Increasing the interest in- 
‘reases the debt; increasing the debt in- 
creases the taxes. In order that the burdens 
of taxation should be made more easy to 
hear, interest should not be raised, but 
should be lowered by the Treasury Depart- 
ment.” 

Senator Shipsted estimated that the total 
indebtedness of the United States was $117,- 
400,000,000 comprising $21,000,000,000 the 
amount of the national debt; $11,000,000,- 
(00 in state and municipal bonds outstand- 
ing; $10,000,000,000 in farm mortgages; 
$10,000,000,000 in city and village real estate 
mortgages (not including corporate mort- 
gages); $40,000,000,000 in corporate bonds 
and mortgages, and $25,000,000,000 in com- 
mercial bank borrowings. 

Assumin, a total of only $100,000,000,000, 
the Senator declared that an unnecessary 
interest rate of 1 per cent would mean an 
additional burden of one billion dollars on 
the people of the United States, “due to the 
excessive rates of interest being charged 
on borrowings of all kinds, the pace for 
which is being set by the Secretary of the 
Treasury and the Federal Reserve banks.” 


Prompt Public Response 


EVIEWING the response of the pub- 

lic to the various offerings put out by 
the Treasury during the fourteen months 
closing with the December issue, Senator 
Shipsted pointed out that there had been 
a double oversubscription. He read from 
the Treasury’s report that offerings of the 
Government for the year ending Nov. 15, 
1923, amounted to $2,450,000,000 had brought 
a total subscription of $4,863,930,400. 

“From the fact that during the very few 
days that elapsed between the dates of the 
offering and the day set for closing subscrip- 
tions the investing public made such a des- 
perate rush to get these securities, does it 
not appear that the rate of interest offered 
was larger than it was necessary for the 
Government to pay in order to dispose of the 
securities?” Senator Shipsted asked. 

“In view of the great demand for Govern- 
ment securities at the rate of interest offered, 
and in view of the fact that prime bankers’ 
acceptances have been holding steady at 
414 per cent bid and 4% per cent asked 
since last April, and that call money has 
been at 4 per cent and lower during the 
last year, all indicating an abundance of 
money, is it unfair to say that the Govern- 
ment has, during the last fourteen months, 
paid more than one-half per cent interest too 
much ? 

“This excess interest on new 
issued during the last fourteen months 
amounts to $15,000,000 per annum. This 
sum, however, is only a drop in the bucket 
compared to its probable effect on other 
borrowings. 

“T stated that many bankers have written 
to me, and many financial writers have writ- 
ten to me, giving it as their opinion that 
the people of the United States are paying 
at least 1 per cent too much on borrowings 
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of all kinds, and that that means an excessive 
interest rate on the total debt of $129,000,000,- 
000, according to the figures of the Senator 
from Utah. I was more conservative. He may 
have more reliable sources of information 
than I have, but in order to be conservative, 
I said $100,000,000,000. That makes a total 
burden of excess interest of $1,000,000,000 
a year on the people of the United States. | 
believe it is true—it is held, as a rule, by 
economists—that 1 per cent additional in the 
original cost of the product is multiplied five 
times when it comes to the ultimate con- 
sumer. If that rule holds true—and I be- 
lieve it is recognized by all economists as 
being safe to follow—then the $1,000,000,- 
000 additional interest rate that goes into 
the original cost of production has increased 
to $5,000,000,000 by the time the product 
reaches the ultimate consumer.” 


Large Bank Holdings 


ENATOR SHIPSTED contended that 
“from the fact that the different issues 
that were sold by the Government during 
the preceding year were oversubscribed with- 
in a few days after they were announced 


Samuel R. McKelvie 


Speakers at Family Dinner 


AMUEL R. McKELVIE, Governor of 
Nebraska, and G. W. Dyer, professor of 
economics at Vanderbilt University, will be 
the principal speakers at the “family dinner” 
of the Executive Council of the American 
Bankers Association, to be given during 
the spring meeting in Augusta. Governor 
McKelvie has served as the chief executive 
of Nebraska since 1919. Prior to his elec- 
tion, he was lieutenant-governor and a mem- 
ber of the state House of Representatives. 
Mr. McKelvie was formerly editor of the 
Nebraska Farmer and is now the principal 
owner and publisher of this widely circu- 
lated farm paper. 
Professor Dyer holds the chair of pro- 
fessor of economics at the southern univer- 
sity and is a widely known economist. 
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—in some instances, two days—it is plain 
that they were not sold to the public in 
general, but were bought by large banks 
and corporations, who thus escape paying 
taxes.” The member banks in the New 
York Federal Reserve district, he stated, 
held $1,215,795,000 in Government securi- 
ties on the last day of 1923. The Mellon 
National Bank of Pittsburgh had $43,484,- 
894 in Federal securities, the Chase National 
Bank of New York held $77,372,129 and 
the National City Bank of Commerce $77,- 
372,129 in these securities, he recited. 

In concluding his arraignment of the 
Treasury, Senator Shipsted asked: 

“Does it not appear that the power granted 
by Congress to the Secretary of the Treas- 
ury to fix the interest rate paid on Gov- 
ernment securities issued to him and the 
power granted to the Federal Reserve banks 
to fix the discount rate has been used to 
enrich the lenders at the expense of the bor- 
rowers? 

“Ts it not clear that this power has been 
used by the Secretary of the Treasury and 
the Federal Reserve banks to ‘peg’ the in- 
terest rate and so increase the cost of pro- 
duction and interest on all borrowings to 
such an extent that a tribute of several bil- 
lion dollars a year are extracted from the 
pockets of the American people?” 

Senator Shipsted did not touch upon one 
phase of the flotation of Federal issues that 
has made them an attractive investment for 
banks. 

The United States, like other great cor- 
porations, must have on hand a consider- 
able working balance. Its financial opera- 
tions are conducted so that it can meet its 
maturing obligations and have enough capi- 
tal to tide it over the next quarter. Under 
the present system of selling Federal securi- 
ties, it permits a bank to retain, as a Govern- 
ment deposit, the amount of its subscription 
for the certificates or notes. The bank is 
required to pay 2 per cent interest on the 
daily balance, but receives interest on the 
money it has invested at the rate the issue 
bears. As the Government requires funds 
to meet its needs, the bank is directed to 
deposit with the nearest Federal Reserve 
bank. 

The Government receives interest on its 
balance, but the bank, while paying out 2 
per cent, gains a 4 per cent return on its 
capital. Officials of the Federal Reserve 
Board make no effort to disguise the fact 
that this inducement is a very considerable 
factor in the refunding operations. The 
banks have no assurance, whatever, that 
the funds thus deposited will be permitted 
to remain for any specific length of time. 
It is more or less of a gamble, as the banks 
have only the past experience to guide them. 
The Treasury receives close to five million 
dollars a year in interest on Government 
balances, maintained with these special de- 
positories. 


Samuel M. Greer, vice-president of the Bankers 
Trust Company, has resigned to accept the vice- 
presidency of the Chesapeake & Potomac Tele- 
phone Company and associated companies with 
headquarters at Washington, D. C. The Chesa- 
neake & Potomac Telephone Company is the Bell 
Company operating in the District of Columbia, 
Maryland, Virginia and West Virginia. Before 
going to the Bankers Trust Company, Mr. Greer 
was associated for many years in various capacities 
with the Bell System. 


j 


Congress Balks On Farm Relief 
By Legislation 


By H. E. SARGENT 


Proposed Panaceas for Agricultural Ills, Numbering More than 
Five Hundred, Languish in House and Senate. Mass Attack on 
Treasury Part of Movement to Improve Position of Farmer. 


Weaknesses of the McNary-Haugen Bill. 


HEN the Sixty-eighth Con- 

gress assembled in December 

the recurrent cry for Govern- 

ment aid to the farmers was 
loud in the land. Echoes of the clamor for 
Federal financial assistance for agriculture 
were passed on to the Congress by President 
Coolidge in his first message as Chief 
Executive. Now, after some four months 
of legislative deliberations, the painful fact 
that noise most frequently produces only 
noise is being proved again in the halls 
of the National Capitol. 

Quick was the response of members of 
Congress to the rural demand that the Gov- 
ernmen step in and 
cure the economic ills 
which beset the farmer 
and bridge the gap be- 
tween the prices ob- 
tainable for the prod- 
ucts the farmer pro- 
duces and the com- 
modities he must buy. 
Literally by the hun- 
dred relief measures 
were introduced into 
the Senate and into 
the House. There 
they languish. There 
they are likely to lan- 
guish indefinitely, for 
as this is written the 
situation in Congress 
indicates but a scant 
possibility of new 
panaceas for rural 
ills being written 
upon the Federal stat- 
ute books, 

Viewed in the aggregate the mass of leg- 
islation proposed to put the farming indus- 
try of the country on a paying basis with 
the leverage of Government machinery pre- 
sents an astounding spectacle of volume of 
resources sought to be mobilized in the 
service of the farmer. All told, approxi- 
mately 500 separate bills have been intro- 
duced into Congress directly or indirectly 
designed to further the improvement of ag- 
riculture as an industry and the conditions of 
the farmers as individuals. Generous use 
of public funds is the basis for many of 
these measures, the total appropriations sug- 
gested running well up into the billions of 
dollars. In fact, five of what might be 
termed the more important farm relief bills 
call for appropriations from the Federal 


treasury aggregating $2,135,000,000, or near- 
ly half of the total estimated expenditures 
of the Federal Government for the fiscal 
year ending June 30, 1924. 

Naturally enough, the passage of an ag- 
ricultural legislative program involving the 
expenditure of any such stupendous sums 
has never been seriously entertained by even 
the most devoted adherents to the cause 
of farm relief. The massed fire on the 
vaults of the Treasury, however, indicates 
the readiness of the legislators to turn to the 
public moneys to appease the calls for help 
from the farming districts, as does the char- 
acter of the proposed measures disclose the 


Seven of the many farm representatives who have been summoned to Washington to 
advise with administration leaders on means of agricultural relief. Left to right, they 
are (back row): Len C. Jewett, Minnesota; Ray McClury, Oregon; H. E. Golsworthy, 
Washington; C. E. Eggers, So. Dakota; I. C. Winn, Utah; W. L. Stockton, Montana; 


C. P. Mix, Idaho 


trend of legislative thought in the attempt 
to solve the delicate economic problem of 
the adjustment of agricultural costs to the 
earnings of the soil. 


Twenty-one Tariff Bills 


es help the farmers twenty-one bills 
were presented in Congress affecting 
the tariff on agricultural products. The 
Muscle Shoals project received attention in 
the form of eight measures, and a like 
number were introduced to amend the Fed- 
eral Farm Loan Act in various ways de- 
signed to make credit more readily available 
to the farmers. Railroad rates on agricul- 
tural products would be readjusted by seven 
bills, and the packers and stockyards situa- 
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Self Help Policy. 


tion developed six proposals. Famine re- 
lief for Germany and Austzia, involving 
the purchase and export of domestic grain, 
was sought by six measures calling for an 
aggregate appropriation of $180,000,000. 
Government control of the marketing of 
farm products would be provided by five 
bills, and the stabilization of prices on ag- 
ricultural commodities would be attempted 
by four measures, one of which has assumed 
an importance approaching a national issue. 

This measure, known as the McNary- 
Haugen Bill, has crystallized the sentiment 
of a large portion of the farming element 
of the West into the belief that Congress 
can, by law, restore on 
a comparative basis 
the price levels for ag- 
ricultural products ex- 
isting before the war. 
Opposition sentiment 
has crystallized only 
more recently, but has 
developed with appar- 
ently greater force 
than the move for 
price stabilization, and 
President Coolidge, 
beset on the one side 
by the proponents of 
the bill, as typified in 
Secretary of Agricul- 
ture Wallace, and on 
the other side by the 
foes of price fixing, 
exemplified by Secre- 
tary of Commerce 
Hoover, has resorted 
to the expedient of 
setting economic ex- 
perts to work to analyze the proposals of the 
McNary-Haugen measure and report to him 
upon the possibilities of practical results they 
may contain. 

The McNary-Haugen Bill was introduced 
into the Senate by Senator C. L. McNary, 
Republican, of Oregon, and into the House 
by Representative G. N. Haugen, Republican, 
of Iowa. It proposes to establish an equality 
between the prices of agricultural commodi- 
ties and the prices of other goods on the 
basis of price relationship existing before 
the war. The measure is also intended to 
give agricultural tariff protection in the 
home markets equal to that enjoyed by other 
economic interests, and on this score has 
brought down upon itself some of the sharp- 
est criticism to which it has been subjected. 


| 
- \ 
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The Senate Committee on Finance, that powerful group which is designated to pass upon measures affecting Federal Revenues, such 
as taxes, the soldiers’ bonus and some farm relief measures. Left to right, around the table, the Senators are: Harrison, of Missis- 
sippi; Watson, of Indiana; McLean, of Connecticut; Ernst, of Kentucky; King, of Utah; Smoot (Chairman), of Utah; Simmons, 
of North Carolina; Jones, of New Mexico; Stanfield, of Oregon; Reed, of Pennsylvania, and Gerry, of Rhode Island 


Summarizing the measure briefly, it is 
declared in the bill that farm commodities 
of which this country has a surplus sell at 
lower prices than goods marketed exclusive- 
ly in the United States because the export 
surpluses usually fix the price of the entire 
supply. To remedy this situation the bill 
would create a Government export com- 
mission with authority to buy surplus farm 
products at a price giving them a relative 
purchasing power equal to that which they 
possessed in the period from 1905 to 1914. 
Supplies bought by the commission would 
be segregated from the remaining portion of 
the total stock, so that the price of the do- 
mestic supply would be kept up permanently 
by the influence of the tariff. 


Would Establish Price Ratios 


IRECTIONS are contained in the bill 
for establishing price ratios and gov- 
erning the purchasing operations of the 
export commission. It would provide 
that when any commodity was selling under 
the influence of world conditions at a price 
below its pre-war relative level, the com- 
mission would ask the President to declare 
an especial emergency in regard to that 
commodity. It would then determine a ratio 
price for the commodity in question by tak- 
ing the pre-war average of all commodities, 
the current price of all commodities, and 
the pre-war and current prices of the spe- 
cific commodity. A ratio price would then 
be proclaimed, bearing the same relation 
to the current general price average as the 
prewar price of the commodity bore to the 
pre-war general price average. 

Supplies bought by the commission for 
export would be sold under the terms of the 
bill in the world market at the world price. 
It is conceded that on such foreign sales 
there might be a loss. This loss would be 
prorated to the produccrs under an arrange- 
ment by which on the initial sale a part of 
the purchase price would be represented by 
scrip, redeemable out of funds left in the 


hands of the commission after expenses of 
operation and losses have been paid. The 
members of the commission would be the 
Secretary of Agriculture, as chairman; the 
Secretary of Commerce, as vice-chairman; 
the Secretary of the Treasury; three ap- 
pointed directors and an administrative com- 
missioner. The export corporation would 
be formed with a capital of $200,000,000 
subscribed by the Federal Government. The 
corporation would be authorized to raise 
additional funds by the sale of bonds. 

Elaborate as the provisions of the 
McNary-Haugen Bill may be for righting 
the economic wrongs of the farmers and 
seemingly scientific as the attempt to read- 
just prices by the might of averages may 
appear, analysis of the measure points to 
only one conclusion: it would be unworkable 
as a law and in all probability the farmers 
themselves would be the greatest sufferers 
if caught in the meshes of such ponderous 
machinery. Fundamentally, the bill is weak 
in that it assumes that the price of agri- 
cultural products could be fixed by the prices 
of other commodities. There could not be 
a ratio price for wheat, for instance, reached 
by a calculated relationship between the val- 
ues of farm products and all other commod- 
ities without having the ratio price of 
wheat depend wholly upon the position of 
the price index for all commodities. Prices 
of agricultural products depend upon the 
economic factors which operate to fix their 
levels, such as the inescapable law of supply 
and demand; and when irrelevant factors, 
such as prices of other commodities, are 
brought to bear upon the fixation of agricul- 
tural prices, distortion is the inevitable re- 
sult. 


Price Fixing Works Two Ways 


RICE leveling is a process that works 
in two directions. Before the relation- 
ship between farm prices and other prices 
can be established, not only must farm prices 
come up, but it is necessary that other 


prices should come down. If, then, the 
price of all farm products were raised ar- 
tificially to correspond with the price level 
of all commodities, the average price of 
all commodities would be raised so that 
there never could be an adjustment of 
these prices in accordance with the basic 
ratio designed by the McNary-Haugen Bill. 

This ratio would be established monthly 
by the intricate processes of applying 
weighted averages of commodity prices to 
the pre-war relationships. But the Gov- 
ernment reports issued regularly by various 
agencies show that a ratio price would fluc- 
tuate from month to month, and since all 
possibility of hedging would be removed 
by the bill, the unavoidable tendencies of 
these fluctuations would be the destruction 
of all stability in the grain business. As a 
matter of fact, the bill would render it im- 
possible for a purchaser who bought wheat 
on a ratio price in one month not to lose 
money if he sold it on the ratio price of 
some succeeding month. 

One of the immediate results of such 
a ratio price system would be the dis- 
organization of the normal purchasing prac- 
tices of industries consuming faym_ prod- 
ucts in large volume. This would be espe- 
cially true in the milling industry. The 
millers could ill afford to run the risks 
which the price ratios of the McNary- 
Haugen Bill would impose upon them and 
hence the purchasing of wheat would be 
immediately changed to a hand-to-mouth ba- 
sis, the millers buying wheat only as they ob- 
tained orders for flour at prices which would 
insure them on what they would have to 
pay for wheat. Obviously hand-to-mouth 
purchasing of wheat would put an end to the 
milling of flour for export, unless there 
could be some assurance given the millers 
by the Government against loss through 
the maintenance of higher prices here than 
abroad. The bill contains no authority for 
protecting exporters. 

Practical difficulties in the way of the 

(Continued on page 663) 
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Senator Burton K. Wheeler of Mon- 

tana, the leading figure in the special 

committee which investigated the 
Attorney General’s office 


ONGRESS is the body—that investi- 
gates. 

With a score or more inquiries author 
ized by the House and Senate into a score 
or more things, Washington has departed 
—for a considerable spell at least—from 
its functions of making history and is now 
digging it up. The Teapot Dome investiga- 
tion, in which Senator Thomas J. Walsh of 
Montana has appeared as the central figure, 
sizzled long enough to force the retirement 
of Edwin Denby from President Coolidge’s 
cabinet. It brought Curtis D. Wilbur cf 
San Francisco, Chief Justice of the Su- 
preme Court of California, to Washington 
as head of the Navy. While the greater 
part of the new Secretary’s life has been 


(Wide World Photos) 


Curtis D. Wilbur, the new Secretary 
of Navy 


(H & E) 

Senator Thomas J. Walsh of Montana, 

who pried the lid off Teapot Dome as 
chief examiner of this inquiry 


(Int. News Reel) 

The Ohio bank where Jess Smith is 

alleged to have deposited the money 
he made on various deals 


devoted to the law, he is a graduate of the 
United States Naval Academy. 

The strain of serving as chairman of 
the special investigatorial committee proved 
to be too intense for Senator Lenroot of 
Wisconsin. Fearing a nervous breakdown, 
he resigned, and Senator Edwin F. Ladd of 
North Dakota, who has indulged from time 
to time in severe strictures against the pres- 
ent money system, succeeded him. 

While the Teapot Dome inquiry was sim- 
mering down, the investigation into the ac- 
tivities of the Attorney General got under 
way. It produced sensational testimony, 
which reflected more indirectly than di- 
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nvestigations 


(H & E) 


Senatur Edwin F. Ladd of North 
Dakota, who succeeded Senator Len- 
root as chairman of the oil inquiry 


rectly upon Attorney General Daugherty 
The deals of Jess Smith—the late boon 
companion and associate of Mr. Daugherty 
—were brought into the spotlight. In an 
effort to check up on the profits that grew 
out of the various alleged transactions, the 
probers sent an examiner into the Midland 
National Bank of Washington Court House, 
Ohio, to ascertain if large amounts were 
deposited by him in this bank. Mal Daugh- 
erty, brother of the former Attorney Gen- 
eral, is bank. As_ the 
upshot of the investigation, Mr. Daugherty 
was asked by President Coolidge to retire 

Frank A. Vanderlip, former president of 
the National City Bank, followed his testi- 
mony before the investigating committee by 
opening a bureau in Washington to expose 
corruption in the public service, 


president of the 


(Int. News Reel) 
Frank A. Vanderlip, investigator 
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The Elastic Tariff Begins to Stretch 


By REUBEN A. LEWIS, JR. 


President Coolidge, in Decreeing New Customs Duties on 


Wheat, Inaugurates Tariff-Making by Proclamation. 


Will 


Judicious Changes in Rates Spare Country from Agony of Recur- 
ring Disturbances Due to Shift in Tariff Policy? Two Schools. 


HE elastic tariff has begun to 

stretch. And with the stretching 

has come a new note in that highly 

controversial question—tariff mak- 
ing by proclamation. 

Calvin Coolidge, whatever may be the 
place assigned to him among our Presidents 
when the final estimate is struck, will go 
down in history as the first executive who 
ever personally changed a tariff rate. On 
April 8, 1924, the appraisers at American 
ports of entry got out their copies of the 
Fordney-McCumber Act, turned to the agri- 
cultural schedule and crossed out “wheat, 30 
cents per bushel” and wrote “wheat, 42 cents 
per bushel.” It was the first time that the 
flexible features of the Act, which were 
designed to “take the tariff out of politics” 
by adjusting rates to meet changing condi- 
tions, had been brought into play. How 
much farther the stretching will go among 
the thousands of commodities enumerated 
in the schedules of this protective tariff is 
a matter of conjecture. The whole thing 
may snap—by the weight of a court decision 
—and there is not the slightest doubt but 
that in due time the constitutionality of the 
law will be put to test before the nation’s 
highest tribunal. The question is whether 
Congress can delegate to the President, or 
any other agency, the right to fix customs 
duties, 

So much time had elapsed since Congress 
passed the act containing this novel admin- 
istrative feature that aspersions were made 
about this “flexible thing that wouldn’t flex.” 
For the better part of two years had passed 
without a single change by this agency. The 
Senate wrote into the section what some 
claimed to be a joker in declaring that the 
rates could be raised or lowered when neces- 
sary to “equalize the difference in the cost of 
production” in the United States and the 
principal competing country. The House of 
Representatives had proposed, as the basis, 
“competitive conditions.” Ascertaining the 
cost of production in this country is difficult, 
the sceptic said, abroad, under even mod- 
erately hostile conditions, it is impossible. 
Then, too, there has been little in the news- 
papers and public prints about this feature, 
which was hailed by its framers at the time 
of enactment as the means by which ths 
country would be spared from the recurrent 
disturbances that have shaken business and 
industry to their foundations when Congress 
set about its task of making or unmaking 
the tariff. 


Sugar’s Meteoric Rise 


HE paragraphers had a good laugh when 
announcement was made that the United 
States Tariff Commission would hold its 


first hearings under the flexible tariff sec- 
tion to determine whether a higher rate on 
wall pockets and paint brush handles was 
justified. When sugar had its meteoric rise 
early in 1923, the flexible tariff figured in the 
news because some saw in it the means of 
checking the advance. President Harding 
promised that he would act promptly under 
this section to lower the duties on this com- 
mon necessity if the duty on sugar was 
found to be the cause of the high trices. 
Even the President was confused as to how 
speedily relief might be gained under the 
flexible provisions, for the law expressly 
stated that the executive could not act until 
after a thorough-going investigation had 
been conducted by the Tariff Commission in 
the primary markets and abroad. The com- 
mission, however, submitted a special report 
and informed the President that while the 
duty imposed by the tariff was included in 
the wholesale and retail prices of granulated 
sugar, there was no reason to believe that a 
reduction of the duty would necessarily 
lower the prices to the consumer by the full 
amount of the reduction. As sugar fell, the 
tariff issue faded into the background. 

In later months there has been a little 
squib here and there about the doings of the 
Tariff Commission, but there appears to be 
but scant understanding of just what it is 
all about. 

Thomas O. Marvin, chairman of the 
Tariff Commission, frankly admits that for 
an infant, the less than two-year-old Act is a 
much misrepresented thing. 

As the power to tax is the power to de- 


End In Sight? 


AS the United States witnessed 
the last of the stirring cam- 
paigns with the tariff as the major 


issue? Will judicious revision of the 
tariff rates, which are out of line 
with the general economic conditions, 
head off the demand for a reversal in 
the national policy? 

President Coolidge has just pro- 
claimed a change in the customs duties 
on wheat. It is the first action under 
the flexible provisions of the Fordney- 
McCumber Act. Sugar, pig iron, lin- 
seed oil, cotton hosiery, vegetable oils 
—and many other articles enjoying a 
wide common use—are to be dealt with 
later. Is it likely that the nation will 
embrace the expedient of gradual 
change for the drastic shifts in policy 
which have greatly upset business in 
the past? 


stroy, the power to fix a tariff rate is the 
power—in some cases at least—to bar. li 
the President should increase the present 
rates on many commodities a full 50 per 
cent, he might effectually exclude a good 
many foreign products. And likewise, if he 
were to cut the present customs duties in 
half, an influx of alien goods might come in 
and materially affect the prices of the com- 
peting domestic commodities. The influence 
of tariff tinkering on the value of securities 
and the general financial positio. of indus- 
tries was plainly indicated during the fram- 
ing of the Fordney-McCumber Act when 
the quotations went up and down with the 
latest grapevine report from Washington as 
to what rates the administration draft might 
carry. Stocks and bonds bobbed up and fell 
down as the traders translated into selling 
orders their belief as to how the industries 
would be helped or hurt by the tariff duties. 
The spotlight was first turned upon rela- 
tively unimportant commodities. This was 
due, in a measure at least, to the unwilling- 
ness of the administration to revive the 
tariff uncertainty. But just how important 
the work of the Tariff Commission, under 
the flexible sections, will be during the next 
few months may be indicated by the bare 
announcement that sugar, pig iron, cotton 
hosiery, lace, linseed oil, magnesium, casein, 
plate glass, cotton fabrics and vegetable oils 
have come under its scope of investigation. 
In due time—barring an adverse opinion by 
the courts—President Coolidge will review 
the facts and decide whether or not the rates 
shall be altered or stand. In the case of 
wheat and wheat products, the effect of the 
increase was hardly felt but, on some of the 
thirty-odd commodities under investigation, 
there would be an instantaneous response. 


Mah Jong Is Safe 


HE President is the star actor in this 

play, with a supporting cast in the six 
members of the Tariff Commission. Con- 
gress contributed somewhat to his burdens 
and powers in clothing him with the right 
to make new rates by executive decree. It 
placed certain limitations, however, upon the 
exercise of the power, stipulating that he 
might raise or lower the rates not more than 
50 per cent and expressly stating that a rate 
change might be proclaimed only after the 
Tariff Commission had conducted an in- 
vestigation to ascertain the costs of produc- 
tion. The President was invested with an- 
other power, about which very little has 
been said. When an increase in the rate of 
duty will not equalize the differences in the 
cost of production, the President may have 
the duties assessed against the import—not 
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(Brown Brothers) 


Ten funnels pouring grain into a foreign steamer for consumption overseas 


upon the value of the imported article in the 
country of exportation but upon the Ameri- 
can selling price of the comparable article. 
Thus if the American Mah Jong industry 
were threatened with extinction by an influx 
of sets from China, where their value was 
a few taels, the tariff act would empower the 
President to require the assessing of duties 
at the American selling price of the domes- 
tic sets. Congress has not given the execu 
tive the power to shift any commodity from 
the free list to the dutiable roster and he is 
powerless to change a duty from the specific, 
of so many cents per unit, to the ad valorem 
—a certain per cent on the value of the im- 
port. But, even with these restrictions, the 
power is tremendous—especially because the 
President may exercise his fullest discretion 
in reaching a final decision. In any big in- 
dustry, the cost of production among the 
various units varies greatly. Congress has 
not laid down any rules as to whether the 
President, in determining the sufficiency of a 
rate to equalize the cost of production, shall 
apply to the most economical producers, the 
most wasteful or the average. He has with- 
in his hands the power to make or break. 
The Tariff Commission is one of the most 
extraordinary boards in the government. It 
is composed of six members—three Repub- 
licans and three Democrats. The chairman 
has no more authority than any other com- 
missioner. He merely sits as the nominal 
head. The right to file a minority report 
dissenting from any action taken by the 
commission is reserved and_ scrupulously 
practiced. And, as is usual when “boards is 
boards,” there have been a great many dif- 
ferences among the members of the Tariff 
Commission. President Harding had to as- 
sume the role of a conciliator at one stage 
when the two sides were deadlocked over the 
question as to whether the commission, on 
its own initiative, might order an investiga- 
tion to ascertain the difference in the cost 
of production. 
The commission 


is truly a_ fact-finding 


body. It merely the President's 
agent in obtaining facts to guide him in de- 
termining whether or not a change in tariff 
rate should be proclaimed. It is not within 
the province of the commissicn to make any 
recommendaticn, although it may so arrange 
the data that the conclusion is inescapeable. 
Its agents have been sent into all parts of 
the world to gather information. When an 
investigation was ordered to ascertain the 
costs of producing casein, the theater of op- 
erations was Argentina. The inquiry into 


serves as 


sodium nitrate sent a corps of investigators 
into Norway and Germany. Experts have 
been dispatched to Switzerland, England, 
France, Holland, Haiti, Cuba, Jamaica, Can- 
ada, Porto Rico, Sweden and to Czecho 
Slovakia in quest of this vital cost data. As 
might be expected, the foreign manufactur- 
ers quite generally have denied the agents 
access to their records but the fundamental 
elements of the price and cost of raw mate- 
rial, wages and estimates of overhead ex- 
pense have been obtained. It is apparent 
that an element of uncertainty will figure in 
the figures as ultimately presented. 


A Slow Moving Device 


HE flexible tariff provision is not de- 

signed to meet an emergency. It is a 
slow moving device, requiring under most 
favorable conditions several months before 
a change can be put into force. 

The starting point of an investigation is 
the filing of an application by an interested 
party for a revision in the rate. This is 
generally accompanied by a statement, set- 
ting forth the necessity for relief. The ap- 
plication passes through the hands of the 
chief economist, the chief investigator and 
the commodity expert under whose division 
the article would properly come. After 
scrutinizing the facts and making a prelimi- 
nary investigation, to determine if the public 
interest would be served by a cost of pro- 
duction inquiry, the application is passed 
upon by the advisory board, which is com- 
posed of the commission’s experts. If the 
board decides that there is merit in the case, 
it is finally submitted to the commission, 
which makes formal announcement that an 
investigation under Section 315 has been or: 
dered. 

The commission’s experts are sent out into 
the field to gather the’domestic costs of pro- 


(Brown Brothers) 


Two trans-Atlantic liners moored to piers in the Chelsea reach of New York Harbor 
discharging the high-class merchandise they have brought from foreign lands 
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duction and to ascertain, as nearly as pos- 
sible, what the principal competing foreign 
nation requires to produce the same com- 
modity. Overseas traveling and the compila- 
tion of data that will pass the scrutiny of 
an accountant take time, but until the com- 
mission is fortified with statistical facts it is 
unable to get anywhere. The next step is 
the holding of public hearings, because the 
commission must give both sides the right to 
be heard. The regulations require that thirty 
days’ notice be given of the preliminary 
hearing and the commission also grants time, 
after all of the evidence is in, for the filing 
of briefs to insure a full and fair presenta- 
tion of the arguments for and against the 
proposed action. When all of the data is 
laid before the commission, it must set about 
the task of digesting and analyzing the case. 
Ultimately a report is prepared and sent to 
the President. 

How slowly the wheels move in an impor- 
tant inquiry may be indicated by the record 
in the sugar investigation, which was or- 
dered on March 20, 1923, for the purpose of 
determining whether the rate of duty ought 
to be decreased. Crews of experts were 
sent in May to Cuba, while later the com- 
mission’s investigators invaded the sugar 
producing sections in Hawaii and Porto 
Rico. On Oct. 16 the investigations car- 
ried on by the commission had advanced far 
enough to warrant the fixing of a date for 
the first public hearing, which was held in 
Washington on Jan. 15. A second hearing 
was held on March 27 in Washington—and 
yet the end is not in sight. 

More than a half billion dollars, the com- 
mission has advised, is invested in the sugar 
industries in the United States, Cuba, Ha- 
waii and Porto Rico. It reported that the 
total investment in Cuba for the production 
of the 1922 crop was $343,528,676, $122,093,- 
010 in Hawaii, and $60,901,978 in Porto 
Rico. Louisiana had an investment of $35,- 
993,011 in producing its 1922-1923 raw sugar 
crop, while there was $188,615,579 tied up in 
the American beet sugar mills which pro- 
duced refined sugar only. 


The Cost of Sugar 


| i view of the magnitude of the industry, 
the heavy investment of capital and vital 
part that the tariff plays in the price paid by 
the ultimate consumers, it is of more than 
passing interest to note the comparative costs 


of production for a pound of sugar, 
free on board cars at the mills, as 
compiled by the Tariff Commissicn : 


Cents 
Country per Lb. 
Cuba .. 3.6362 cents 
Hawaii 
Porto Rico ... 5.5185 cents 
Louisiana 
U. S. Beet 


A great Canadian grain elevator at Fort William, Ontario. 
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The first change under 


the flexible tariff raised the barricrs to keep Canadian wheat out of the 
American market 


However, there are so many factors in- 
volved in the interpretation of various costs 
—transportation, interest on investment, re- 
fining, reducing raw and refined sugar to a 
common basis, losses incurred on advances 


to growers—that the whole question is beset 
with perplexities. But out of the maze of 
figures, President Coolidge must decide 
whether the present duty of 1.7648 cents per 
lb. on Cuban sugar more than equalizes the 


Applications Made For Tariff Rate Changes 


on which 


applications | 


have been 
made 
(number) 


Schedule 


Request for 
Assessment | 
of duty on 
American 
selling price | 


| 
| Adjustment 
of rates 


Increase Decrease 


Chemical... | 34 
Earths, eathenware. and glass ; 


Wood.. 

Sugar.... 
Agricultural Products 
Cotton 

Fibers 

Wool... 

Paper.... 

Sundries 


Op 


> 


ill-fitting tariff rate might close down a great factory like this, turning out hundreds of bread winners like these men 


q 
625 
* 
@ VIN WN Kad 
1 | 
Metals. . 20 1 2 hae 
7 1 
3 
18 1 1 
3 
2 
4 
‘ 23 | | 1 } 1 


626 


difference in the cost of producing sugar in 
the United States and in the Antilles. 

There are thousands and thousands of 
articles covered in the tariff act by specific 
reference and the catch-alls. A _ relatively 
small number of applications have been 
made for changes in rates—not more than 
150 in all. Roughly speaking, about two- 
thirds, have been for decreases in the rates, 
while the other third represents the ap- 
peals of American manufacturers for in- 
creased duty on the commodities made 
abroad by their foreign rivals. 

The details of the applications by sched- 
ules as contained in the annual report of the 
commission, as given on the preceding page, 
afford a fair idea of the nature of requests. 

While the Tariff Commission is just be- 
ginning to blaze the trails to guide it in ad- 
ministering the new law, it has laid down the 
rule that the flexible provisions are “designed 
to be applied in the public interest and for 
general public purpose and not at the suit of 
private parties in their own private interest. 
No private right exists, as a matter of 
course, to the institution of an investigation 
looking to a change in an existing classifica- 
tion or rate of duty, nor is it possible for the 
Tariff Commission to expend the public 
money or to devote the public time to in- 
vestigations and reports upon every alleged 
case of nonequalization of the differences 
between foreign and domestic production 
costs which a private party may happen to 
bring to it.” 


Thirty-four Investigations 


HUS far the commission has undertaken 

thirty-four investigations, which involve 
a considerably larger number of commodi- 
ties. The controversial character of the 
tarin is exemplified by the facts that the 
commission has applications both for in- 
creases and decreases on the same article. 
Inquiries have been directed on the follow- 
ing: Oxalic acid, used largely in com- 
mercial laundries to rinse out the last traces 


How Eckels Became Comptroller of 


| sharp contrast with other portraits that 
adorn the walls of the Comptroller of 
the Currency’s office in Washington is one 
of a delicate, blonde and smooth-faced youth. 
Tn appearance he does not seem to be more 
than thirty years’ old. His sandy hair is 
parted in the middle. A huge black stock 
is tied around a high batwing collar. He 
looks like a collegian. And yet, it was 
this man—James H. Eckels—who guided 
the national banks through the memorable 
panic of 1893. And thereby hangs an in- 
teresting story of how such a youthful fig- 
ure was assigned such a prominent réle. 
Mr. Eckels, a young lawyer, made the 
acquaintance of Grover Cleveland, when 
the Democratic President was governor of 
the state of New York. Cleveland was im- 
pressed by his ability and pleased by his 
loyal support during the presidential cam- 
paign that swept him into the White House. 
The legend is that the President had prom- 
ised him a position in the Government as 
Comptroller of the Treasury—a post that 
a lawyer without any previous banking 
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of alkali and to remove stains; barbital, or 
veronol; barium dioxide, the chemical re- 
quired in the manufacture of hydrogen 
peroxide; casein, made from skimmed-milk 
and used to glaze paper; logwood extract, 
the most important natural dye used for the 
dyeing of blacks on wool, silk, cotton, 
leather, hair, straw and wood; potassium 
chlorate, the chemical used in making 
matches and explosives; sodium nitrite, the 
chemical utilized almost entirely in the man- 
ufacture of the important “Azo” dyes; mir- 
ror plates, pig iron, Swiss pattern files, paint- 
brush handles, sugar, cotton warp-knit fab- 
rics, cotton gloves of warp knit fabric; cot- 
ton hosiery; wall pockets, made of pressed 
board for holding whiskbrooms and other 
things; artificial flowers, linseed or flaxseed 
oil, which is consumed in great quantities in 
the paint and varnish industry as a drying 
oil; synthetic phenolic resins, from which 
cigarette holders, pipe stems and other 
smokers’ articles are made; phenol, a prin- 
cipal ingredient in disinfectants; cresylic 
acid, a coal-tar dye derivative; brierwood 
pipes, print rollers, employed in printing, 
stamping or cutting designs for wallpaper, 
linoleum and oilcloth; taximeters, necessary 
part of every taxicab’s equipment; cast pol- 
lished plate glass, logs of fir and spruce, 
used largely in the manufacture of shingles 
in the northwest ; metallic magnesium, which 
now plays a big part in the manufacture of 
aluminum parts. of automobiles and aero- 
planes; magnesite and magnesite bricks, em- 
ployed in furnace operations because they 
can withstand great heat; rare sugars, amino 
acids and salts, lace, including articles made 
on the Nottingham lace-curtain machines, 
on the Levers go-through lace machines and 
on the bobbinet or lace-braiding machines; 
wheat and wheat products, vegetable and 
animal oils and fats—olive oil, cocoanut oils, 
cotton seed, peanut and soya-bean oils as 
well as fish oils and animal fats, which en- 
joy wide usage in the manufacture of soap, 
medicines, substitutes for butter and in the 
leather and steel industries. 


practice might fill. On the day that his 
nomination was to be sent to the Senate, 
Mr. Eckels decided that he would go to the 
Capitol to hear his own name read out in 
this great chamber—to experience the thrill 
that would come from joining the notables. 
A friend of his was Washington corre- 
spondent for a middle west newspaper, and 
through him a seat for Mr. Eckels in the 
press gallery was secured. 

To his utter amazement, the clerk, in 
reading off the nominations from the White 
House, announced, “To be Comptroller of 
the Currency—James H. Eckels of Ottawa, 
Ill.” 

According to the story current in the 
Comptroller’s office, Mr. Eckels inquired 
what functions the Comptroller of the Cur- 
rency performed and modestly confided that 
he was sure the President had made a 
mistake. Upon seeing the President at the 
White House, he was informed, however, 
that no mistake had been made, and that 
he would supervise the national banking 
system. 
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It is quite likely that the investigations to 
be undertaken by the commission will in- 
vade other fields. Perhaps it will pry into 
the why and wherefores of Schedule 11—as 
the once infamous and wooly Schedule 
K is now known, President Harding was 
strongly opposed to tinkering with the tariff 
and President Coolidge has adhered to the 
general policy of not undertaking wide- 
spread investigations that might tend to up- 
set the stability of any industry or make 
capital unwary. 


Two Schools of Tariff Experts 


N the Tariff Commission, itself, there are 

two schools. One takes the position that 
by the judicious adjustment of tariff rates 
from time to time as conditions change the 
country can be spared from the agony that 
comes when a whole tariff bill is repealed 
and another substituted. The other group 
maintains that Congress intended to end the 
uncertainty about the tariff and enacted the 
flexible tariff features only for the purpose 
of dealing with extreme cases. 

In the final analysis, however, the control 
remains with the President. He has the 
broadest of powers in interpreting the vast 
array of figures which the Tariff Commis- 
sion sends to the White House for his in- 
spection. For, while Congress stipulated 
that changes might be made when necessary 
to equalize the difference in the cost of pro- 
duction, it providently added that he might 
take into consideration the differences in 
conditions in production, including wages, 
costs of materials and “other items,” the dif- 
ferences in the wholesale selling prices of 
the two competing articles in the principal 
markets of the United States, the advantages 
granted to foreign producers by a foreign 
government or by a person, corporation or 
association, and, finally, “any other advan- 
tages or disadvantages in competition.” In- 
vested with such a liberal grant of power, 
it would seem that Calvin Coolidge—imore 
than anyone else—will govern just how far 
this new fangled tariff will stretch. 


Currency 


Without previous banking experience, Mr. 
Eckels, within a month after assuming office, 
was called upon to guide the destinies of the 
national banks through one of the most 
violent and memorable financial panics in 
the history of the United States. Within 
six months, he saw 158 banks suspended 
and their doors closed. 

Singularly, Mr. Eckels’ successor was also 
a man who had had no previous banking ex- 
perience. He was Charles G. Dawes. 


Harding Declines Post 


P. G. HARDING, former Governor 
@ of the Federal Reserve Board and 
now Govefnor of the Federal Reserve Bank 
of Boston, has declined to serve as the 
financial dictator of Hungary. The post of 
High Commissioner of the League of Na- 
tions to Hungary was tendered to Governor 
Harding. In this capacity he would see that 
the conditions laid down by the League of 
Nations in extending a loan to the nation 
would be carried out. 
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What Makes Good Advertising? 


By CONKLING HONSFORD 


Snapping Words and Jingling Phrases do not Carry Conviction 
But Business Facts Which Repay the Reader for His Time 
May Make a Lasting Impression. Many Sources from Which 
Suitable Raw Material May be Drawn for Bank “Copy.” 


ANK advertising is a many-sided the advertising that banks are paying for. amples of good advertising. Several of 
investment. There is the cost of Someone is snapping words and jingling the illustrations are large in attention value 
the white space in the media se- phrases. The advertising “reads well,” because of the novelty of the appeal, and 
lected, the cost of preparation and sounds well, perhaps is even clever, but because the average reader with a one-second 
handling, the cost of oversight, and most after all it has no real, no compelling, sub- glance cannot jump to a conclusion. He 


important of all, there is cost 
prestige to the bank if it is pub- 
lishing advertising matter which 
does not carry conviction. 

As long as a bank is spending 
money for advertising, it ought 
to get a positive return on that 
advertising. As long as a bank 
through its advertising is beck- 
oning for the attention of thou- 
sands of people, then the bank, 
out of respect to its own stand- 
ing and out of deference and 
courtesy to those whose atten- 
tion it attracts, ought to have 
something worthwhile to say. 

The bank, moreover, should 
say it in a manner befitting a 
leading concern of the com- 
munity, and it should have 
something to say that will be of 
actual benefit to the reader, 
something that in a sense will 
compensate him for the atten- 
tion he bestows upon the 
printed message. 

The average bank advertise- 
ment in a newspaper goes be- 
fore an immense audience. In 
effect the bank for a moment 
crosses the stage, and the lines 
that it speaks being few, the 
most should be made of them. 
No bank should send out day by 
day an advertisement which in 
effect merely says, “Hear! 
Hear!” or mumble words, or 
jingle phrases when it might, 
with so much better effect, 
justify itself for the reader’s 
time and attention. How unfor- 
tunate that a bank advertise- 
ment should advertise medioc- 
rities or weaknesses when it 
might day by day advertise 
something the public needs, and 
so advertise it that the public is 
impelled to action. 

A man seeking for informa- 
tion with which to prepare him- 
self to execute an advertising 
commission commenced to ques- 
tion the merchant whose money 
he was about to spend. “Never 
mind all that,” replied the mer- 


in lack of stance. The weakness of much advertising must read. Some are strong in appeal be- 
cause the bank is a secondary 
note, whereas something that 
vitally touches the real interest 
of the reader is in the fore- 
ground. 

There is; for illustration, no 
suggestion of threadbare con- 
ventionality in the advertisement 
headed “Concerning the Fair 
Value of a Night of Sleep.” 
The writer of this advertise- 
ment has something to say. He 
knew what he wanted to say 
and how to say it. Therefore, 
there was no agony of striking 
words and phrases, like a xylo- 
phone player deftly striking 
melodious notes from his sticks 
or cylinders. The advertise- 
ment bristles with facts of in- 
terest to everyone who uses a 
sleeping car, and it is a curious 
fact to reflect upon, even for 
those who do not use sleeping 
cars, that the car earns less than 
the porter who goes along with 
it. Indeed it is a really curious 
thing that a house on wheels 


Concerning the Fair Value | that can take its occupants to 


- i any part of the United States, 

of a Night of Sleep | transporting them in safety and 

i} comfort and expediting their 

&] business, earns but 5 per cent on 

the investment, while many a 

fixed and immovable house 

earns very much more. 

‘ There is a refreshing direct- 

bck othe rl ight of mess and frankness in the last 

te coe we paragraph of this advertise- 

rather have reduction, carrying with it the in- 

flow service of bosiness unable make ment, published by a trust com- 

the Teast Company any, and dealing not with trust 


comforts: 


i. 4 “Why is the Mercantile Trust 
Company interested? Simply 


because the American business 
structure is based on fair profit, 


Mercantile Ti ompany | §6.and our continued growth and 


Memb, i he bus- 
Copiiel prosperity are based on t 
bale iness structure. We believe that 


“TO ST. CHARLES } the American people are willing 
|} to pay a fair price for service 
when they know the facts.” 


852 million miles, and carried more than 35 million 


SARS EF 


chant with a lofty manner. “Just make the _ is that it is just good enough to “get across.” So in this advertisement we have not only 


advertisements snappy !” 


just good enough to get someone’s approval. good advertising—good because it is full of 


And that is the trouble with much of We are giving on these pages some ex- business interest—but we have also sound 
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ularly used, is owned 
by the American peo- 


Crust Company 
ase “The SELECTIONa? 
INVESTMENTS’ 


cfor 
The First Annual 
Contest 


the crying need 


MINE 
STICK GREER ARE INOIGTED 
IW POOL FRAUD 


the investor. she could probably ubeflord @s lam. bur 


EXPERIENCE —perhaps che best teacher. but in this 

instance an all:too costly one—has proved how abso- 

> awaken the general public to 

greater caution and betver judg 
vestments 


futely essential 


mane in the chosce of 


have failed to follow the 


What « tremendous and unnecessary tall co pay for 
want of just @ little care and forethought! How easily 


ple. “‘Wall Street’ 
means American fi- 
nance.” Here, too, we 
have sound business 
information, told in a 
minute of reading, 
and the connection be- 


tween the general sub- 


ject and the Seaboard 
Bank is a_ seamless 
connection, easily and 
naturally made. 

If it happens that 
there is any reader 
who never before had 
a satisfactory explana- 
tion of where the 


saved co be used in the furchetance of legitimave 


business enterprises 


the purpose of the man Trust Compamy hough 
Scholarship Contest. to acquaint young men and 
women who are leaving high school 
chem to acquaint their parents and the’ pommunity 
‘at large—with che few fundamental principles that 
should guide everyone in the selection and purchase 


of securities 


STOCKS 1988 
= STOCK GRAFTER 


tram company or bank concerning every contemplated 
purchasing the chosen investments: 
only from finanesal mstitustions of unquestioned stand 
ing—+and the folly of expecting too large return upen 


jhe money mwrested 


economics, knowledge of which is good for 
every community. And, finally, the fac- 
simile signature of the president of the com- 
pany gives a touch of personality and di- 
rectness to the advertisement which is not 
to be overlooked in summing up the items 
that go to make an effective public appeal. 


Source of Material 


USINESS comes first and the bank 

after. They traded in furs and mer- 
chandise on lower Manhattan before the 
banks came into existence. In a new coun- 
try the general store performs some of the 
functions of a bank before a bank is formed. 
But the bulk of business passes through 
the bank, like fluid through the neck of a 
bottle; consequently all of the great 
transportation and _ industrial problems 
which contribute to prosperity may be con- 
sidered in planning a bank campaign, provid- 
ing the connection between the bank and 
the related subject may be made naturally 
and effectively, just as has been done in 
the “night-of-sleep” advertisement. 

There is a compelling interest in the 
question, “Who Owns Wall Street?” com- 
pelling because “Wall Street” is always a 
mystery in some minds, interesting even to 
the Wall Street veteran because he, too, 
wants to know what that answer is going 
to be. 

This advertisement with its two illustra- 
tions ought to get attention everywhere, 
and it is pretty sure to leave the reader with 
the feeling that he has been repaid for the 
time devoted to it. The real estate on Wall 
Street is owned by fifty-five companies or 
individuals, but all the rest of Wall Street, 
all that comes within the term as it is pop- 


This Company feels certain that the young men and 
women who participate in this contest —and the com- 
munity chat follows thew 
the briefest investigation of available statistics without 
realizing the importance of consulting an offwer of @ 


ie power of Wall Street 
Kid came from, it is not 
likely that such reader 
will forget the bank 
which furnished a 
pleasant little lesson 
in economics, 

The Advertisement 
headed, “Why the 
Union Trust Company 
Chose the Selection of 
Investments for the 
First Annual Scholar- 
ship Contest,” occupy- 
ing a full newspaper 
page, possesses an at- 
tention value that is 
almost dominating. In 
this advertisement, as 
in the Pullman car advertisement, there is 
a distinct individuality which gives the 
reader’s interest something to feed upon. 

In this campaign we find a trust com- 
pany doing several things simultangously 
—giving away five $1,000 scholarships in a 
university ; prompting students to study in- 
vestments; stimulating the general public to 
look into the character of investments; ren- 
dering a community service in protecting 
the public against fraudulent schemes; and, 
as a matter of course, advertising the trust 
company in a manner that rises above the 
conventional offering of services. 


cannot make even 


@ And in the two years we have been in this 
new home. Do Detroiters like banking here? 
Read these figures: 


@ March 20, 1922, active Savings depositors 
32,528—today 66,562. Two years ago these 
depositors had saved $12,052,754—today they 
have saved $23,468,516. 


@ Are you wishing you had the money with 
which to buy something you desire? Start a 
Savings Account in this bank. We will help 
you accumulate the funds you need. Others 
do—so can you. 


CENTRAL SAVINGS BANK 


“First National “Bank Gs ‘First National Co. of Detroit 


CADILLAC SQUARE 


WOODWARD AVENUE aT 
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There is a distinct individuality in a series 
of advertisements published by the Chemical 
National Bank of New York, giving glimpses 
of the early history of the city, incidental to 
the early history of the bank. There is a 
refreshing uniqueness, as well as a sound 
bit of salesmanship, in this dialogue (from 
the New York Herald of Sept. 21, 1837), 
given as a center-piece excerpt in the ac- 
companying advertisement : 


Fatigued with exertions in the Sessions Court, 
on Saturday we pushed toward Park Row and 
jumped into little John Kelly’s handsome hack. 

“Where to?” says the attentive John. 

“Barclay Street, Newark boat,” and we soon 
stood before the Cerberous stationed there to 
take_toll. We presented a Rhode Island Bill. 

“Can’t take it.’ 

“Providence.” 

‘“‘We have nothing to do with Providence here’ 
said he huskily. We looked into his eyes and 
felt bound to believe him. 

“Boston” we exclaimed, presenting a piece of 
paper purporting to be payable in the modern 
Athens, 

“Boston’s Bankrupt.” 

“Chemical Bank of New York,’ presenting a 
pale faced five that smelt of sulphuric acid, 
iodine of azote, phosphuretted hydrogen, oxide 
of tellurium, and a host of hydrates, 

“Good as Gold” said the old surly, giving us the 
change, and the piece of paper did act fike the 
“powder of projection” for by it we were placed 
on board of the boat. 


Six Reasons Why 
You Should Make a Will 


Will Gost Less 

Your estate can be administered more eco- 
nomically and your property distributed more 
expeditiously under a Will. 


You Can Name Your Own Executor 
If you do not make a Will the Court will select 
an administrator who may, or may not, possess 
the proper qualities to act. In case an admin- 
istrator is appointed, a bond must be furnished 
and the premium on it will be charged against 
your estate 


Your Real Estate Can Be Sold More Readily 
If you own real estate you can empower your 
executor to sell it If you do not make a Will, 
the property can be sold only if all the heirs 
agree, or by means of a lengthy and expensive 
suit in partition 


You Can Divide Your Property Equitably 
A Will permits you to provide exactly as you 
desire for each member of your family—more 
to one, less to another, according to their 
needs. Without a Will the law will distribute 
» your property rigidly, mathematically, in 
strict accordance with the statutes. 


You Can Remember Your Friends 
You may have distant relatives, friends, em- 
ployees or charities to whom you wish to leave 
something You can do this only in a Will. 


You Can Provide Life Incomes for Your 
Family 
This you can do through Trust Funds. If you 
make no Will, and your estate is divided by 
law, eyery beneficiary, when of age, will come 
into absolute control of hisorher estate, without 
regard to personal ability to handle property. 


THE time tomake your Will is now 
Have a competent lawyer draw it 
and name a responsible and exper- 
ienced Executor and Trustee to 
carry out its provisions. 


You will find this bank to be thor- 
oughly equipped to administer 
estates or act as Trustee, efficiently 
and economically We shall welcome 
an opportunity toexplain our services 
to you. Why not come in today? 


Our booklet, ‘Trusts & Trustees,’”’ will be 
sent on request 


TRUST DEPARTMENT 


The American Exchange 
National Bank 


Total Resources over $175,000,000 


Established 1838 
New York 


ight, 197 


128 Broadway 
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Not at all spectacular, but nevertheless 
effective, is the advertisement headed, “This 
is happening to investors every day,” being 
the case of a man whose bonds were called 
in February, who did not learn of the call 
until August, and who, therefore, lost eight 
months’ interest on his money. This man 
was taking care of his own investments, If 
a trust company had been taking care of 
his investments, giving him what the ad- 
vertisement terms a financial secretarial ser- 
vice, the investor would have saved eight 
months’ interest. 

Many a man regards the making of a will 
akin to writing “finis” to the story of his 
life. The inherent objection to taking prac- 
tical cognizance of the fact that an ending 
of all careers is inevitable may be overcome 
by appealing to his business instinct, by pic- 
turing the danger of having much of what 
he has spent long years in accumulating dis- 
sipated through the failure to make provi- 
sion for its conservation. Though there are 
various ways to overcome his objection, there 
is none more effective than through his love 
for his family, for with every normal man 
there is a comfortable feeling—even in 
starting upon a mundane journey—in the 
thought that he has taken every precaution 
for the family’s care and comfort. And 
so we have in “Six Reasons Why You 
Should Make Your Will” an unadorned, but 
logically effective, appeal to a man’s business 
and paternal sense. 

“Are you wishing you had the money 
with which to buy something you desire?” 
is a question that is likely to touch a re- 
sponsive chord in the minds of many readers. 
The advertisement of the Detroit institu- 
tion, a miniature of which appears here, 
furnishes enough concrete evidence to turn 
wishes into resolutions to save, for the con- 
clusion on the part of the reader is almost 
inevitable that thousands of his townsmen 
are saving instead of wishing, and what 
they can do he also can do. 

It is not inconceivable that a banker, in 
order to properly face an audience of per- 
haps 500 or 1000 persons, might have his 
speech in preparation for weeks, but his 
advertisements, which are addressed to far 
larger audiences, frequently get insufficient 
study, though they might profitably have 
required more thought than the speech. 

All that may be said about other invest- 
ments may perhaps apply with even more 
force here because the loss on ineffective 
advertising is not to be gauged by the 
appropriation. There must be considered, 
also, the loss of opportunity and the effect 
of the impression where any public an- 
nouncement does not sound a clear note or 
otherwise fails to comport to the dignity 
of the institution. 

The importance which the president of one 
bank places upon his advertising is revealed 
by the experience of a capable advertising 
man who once served him as manager. “I 
was the advertising manager,” he said, “but 
the president was intensely interested. Some- 
times in the dead of the night he would call 
me on the telephone, tell me he had an 
idea and ask me to ‘come down’ right away. 
Down I would go; we would work together 
on the advertisement, and the president’s 
idea would appear in the form of a com- 
plete advertisement in the afternoon papers.” 

All good advertising should confer a dou- 
ble benefit—one benefit upon a certain num- 


ber of readers, the 
other benefit upon the 
advertiser, but bank 
advertising, touching 
human activity in 
every form, and deal- 
ing with all the funda- 
mentals of human ac- 
tivity, may be so good 
that it will get pre- 
ferred attention, and 
prompt (though not 
always traceable) re- 
action from the public. 

Bank advertising 
should be the best ad- 
vertising, because no 
other class of business 
has so great a treasure 
box from which to 
draw ideas; and no 
class of business can 
claim on purely per- 
sonal grounds better 
reason for the reader’s 
interest. With a prac- 
tically inexhaustible 
supply of material on 


HO owns Wall Street? 
The fifty-five individuals 
or companies who qwn 


Property there? No. The ownership 
is much broader than that. 
Millions of people own Wall 
Street! A multitude of savers and 
investors—including the 282,000 
individuals who own the stock 
of the American Telephone and 
Telegraph Company — the two 
million who own the securities of 
America’s electric light and power 
companies—the more than thirty 
millions of people whose bank de- 
posits form the basis for credit 
upon which business and agricul- 
ture depend! All these and many 
others are the owners of Wall Street. 
Wall Street belongs to the nation. 
For years the term was applied 
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merely to the financial district of 


lower Manhattan, but today “Wall 
Street” means American finance. 
Wherever banks and exchange fa- 
cilities are located, there is Wall 
Street, crossing “Main Street” or 
just around the corner. It is the 
concentration point and distribut- 
ing center for capital. 

To enable large sums of money 
to be collected for use in productive 
industry and agriculture is the 
great service of Wall Street, a ser- 
vice which is rendered not to the 
few but to the many. Farms, steel 
mills and office buildings, coopera- 
tive marketing associations, chain 
stores, and a thousand other enter- 
prises owe much of their constant 
growth and expansion to banking 
advances and sales of securities 


Who Owns Wall Street ? 


made by some branch of Wall 
Street. 

Through the system of correspon- 
dent banks with whom it transacts 
business, the Seaboard National 
Bank links Wall Street, New York, 
with all the other Wall Streets. It 
makes collections for a Middle 
Western manufacturer, helps ar- 
range for the financing of a huge 
crop, gives credit information to a 
New York jobber, arranges for a 
credit in London for an Atlanta 
merchant, or finances a huge ship- 
ment of wheat from Duluth to 
Holland. 

Is your financial house in order 
and do you want a financial friend 
who stands by sound concerns to 
the limit? Then come to the 
Seaboard. 


the one hand and an 
ever-widening field for 
development on _ the 
other, bank advertis- 
ing is great enough in 115 BROADWAY 

its possibilities of re- 
ward to make the 
strongest kind of an 
appeal to the best that is in an advertising 
executive. 

To every man who works on bank adver- 
tising there should be constant inspiration in 
the thought that in his community there is 
a wealth of new business to-be. gained 
through his efforts. 

There should be constant inspiration also 
in the thought that in rendering a high type 


From the New York 
rald of 21,1837. 


the Sessions 
exertions 
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NATIONAL 


Seeking new B AN K. 
OF NEW YORK 


Founded 1824 
BROADWAY AND CHAMBERS, FACING CITY HALL 


The Seaboard National Bank 


OF THE CITY OF NEW YORK 
Uptown Branch 
20 EAST 45t STREET 


near Madison Avenue 


MAIN OFFICE 
BROAD AND BEAVER STREETS 


of service the beneficial results of his work 
do not stop with the institution which em- 
ploys him, but constitute real service to the 
well-being of individuals; the prosperity of 
his community. 


This is happening 
to investors every day 


yet such losses can easily be avoided 


His bonds were called 
in February 


He did not discover 
this for eight months 


The company was not 
responsible 


He lost eight months’ 
interest 


hor 


that the August coupen was valueless. | 


From the N.Y 


Ir you own sonps which are callable, you can pro- 
tect yourself against such an occurrence through the 
use of The Equitable’s Safe-Keeping Service. 


collect income, prepare owner- 
ship certificates, and endeavor 
to notify you promptly of any- 
thing affecting your holdings. 
Write or call for particulars. 


Fox anominal yearly fee we will 
act in effect as your financial 
secretary and investment custo- 
dian. Our Safe-Keeping Depart- 
ment will hold your securities, 


THE EQUITABLE 
TRUST. COMPANY 


OF NEW YORK 
37 WALL STREET 


UPTOWN OFFICE 


COLONIAL OFFICE 
Madison Ave. at 45th St 222 Broadway 


DISTRICT REPRESENTATIVES 


POREIGN OFFICES 


IMPORTERS 
AND TRADERS OFFICE 
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A New Touch in the Examination 


of National Banks 


Its Usefulness to Business. 


By LEWIS ALEXANDER 


Efforts of the Office of the Comptroller of Currency to Extend 
A Staff of Experts With First Hand 


Knowledge of Regional Conditions Assembled to Give the 


HERE are increasing signs in Wash- 
ington that the official estimate of 
a good bank examiner has undergone 
a change. 

There was a time—if you will accept the 
observation of a number of bankers—when 
the best bank examiner apparently was re- 
garded as the man who could go into a 
bank and raise the roof the highest. The 
employees looked upon him apprehensively 
until the semi-annual visit was concluded 
and the directors sighed with relief when 
he departed. He was pictured as a heartless, 
unbending martinet—a cort of financial 
executioner. 

Following in the wake of the examina- 
tion, there frequently came a stiff and 
stereotyped letter from Washington. Bear- 
ing the biting salutation “Sir,” it informed 
the banker coldly that he was violating 
the provisions of the law and directed him 
to cease these illegal operations instanter. 
Naturally the bankers resented this pro- 
cedure for, in many cases, the gravity of 
the irregularity was hardly comparable to 
the formal severity of the language. 
While the position of the government was 
impregnable, it was not tempered in many 
cases, with what might be termed good 
common. sense. It was lacking in heart. 

The main function of the Comptroller of 
Currency’s office is to keep the character of 
the national bank’s securities clean and 
liquid. To attain this objective, the coopera- 
tion of the banks is, of course, necessary. 
But banking practices vary widely in the 
different sections of the United States. What 
may be good paper in one section would not 
be good paper in another. If the comp- 
troller’s office is to act intelligently in its 
supervision, it must know conditions in the 
various sections and must deal with the 
banks in such a way as to make them realize 
that the office wants to help, not hinder, them 
in their operations, And, in as much as the 
direct contact with the banks is made through 
the examiners, the comptroller’s office is de- 
sirous of spreading the feeling that the ex- 
aminers come, not trying to find things 
wrong, but expecting to find things right. 


Examining Division 
Reorganized 


ND—quietly unobtrusively—the 
present Comptroller, Henry M. Dawes, 
has built up within his office an organization 
which promises to achieve the ends sought. 


Maximum of Sympathetic Service with a Minimum of Formality. 


He has called in from the field a group of 
examiners, who by years of contact with 
the banks have gained an intimate knowl- 
edge of local credit conditions, the nature 
of sectional banking practices and _ the 
standing of the various industrial and com- 
mercial factors. In this way, the Comp- 
troller has brought to Washington some- 
thing that was lacking. 

Under the National banking laws, the 
government is required to make an exam- 
ination of the banks at least twice a year. 
The examiners scrutinize closely every loan 
in the note portfolio. They ascertain if all 
the laws have been complied with—if the 
bank is over-extended, if too large a line of 
credit has been granted, if the losses sus- 
tained have been charged off—in brief, if the 
bank is being conducted in a sound manner. 

After the examiner has concluded his 
work, he calls a meeting of the directors 
if he considers it necessary to point out 
what should be done to place the bank in 
a better position. A report is then sub- 
mitted to Washington, showing the con- 
dition of the bank. A copy of this report 
is given to the bank. 

When the reports reach Washington, 
in the past they have been turned over to 
the examining division, which has obtained 


Formality’s Sting 


AN heart be put into bank exami- 

nation? Can the sting of for- 
mality be taken out of government 
correspondence? Comptroller of the 
Currency Dawes believes that both 
objectives can be reached. The ac- 
companying article tells how the 
Comptroller has reorganized the ex- 
amining division to bring about an 
improved relation with the national 
banks and the Federal supervisors. 
The change in the tone of the official 
communication from Washington so 
impressed one bank president that he 
felt impelled to confess “This is the 
first letter I have ever received that 
seemed to me to have been written 
by a human being.” The Comptroller, 
admittedly a partisan for the national 
banks, talks of his other aspirations 
for the eight thousand members of the 
system, 


its workers from the civil service. The 
highest salary authorized is approximately 
$250 a month. In order to qualify, no 
previous banking experience is necessary 

The examiner’s report, which comprises 
forty or fifty pages for a bank of fair size, 
covers a wide range and among other things 
shows where there has been any violation of 
law, whether the infraction is petty, grave, 
unintentional, or due to carelessness. The 
enormity of the crime is to be considered 
always, of course, and experience in banking 
affairs is most necessary in dealing with 
these fine points of difference, and while a 
high order of intelligence was brought into 
play by the workers in the examining di- 
vision, the experience was clearly lacking 
and the letters addressed to the bank took 
on an ultra-formal character wholly devoid 
of any spark of the human element, 

If a bank president had received a letter 
congratulating his institution on the ex- 
pedition with which it was getting rid of 
frozen loans, there is reason to believe that 
he would have had a stroke of apoplexy. 
That was the result obtained by the old 
system, 


§ pom change in the tone of official corre- 
spondence has not passed unnoticed. 
A number of letters have been received at 
the Comptroller’s office, commenting upon 
the new note. One bank president con- 
cluded a communication to Mr. Dawes. 
thus: “I very much appreciate the spirit 
and tone of your letter. Without casting 
any reflection on the many people who have 
administered the affairs of your office, | 
must confess to you that this is the first 
letter I have ever received that seemed 
to me to have been written by a human 
being.” 


How Banks Are Saved 


NE of the chief functions of the 

Comptroller is to save banks. The in- 
side story of the moves made by Comp- 
trollers and examiners in the past to prevent 
banks from failing would provide the mate- 
rial for many a romance. While the last 
Comptroller’s report recited that from the 
date of the first failure of a national bank in 
1865 receivers had been placed in charge of 
711 banks and the causes for their closures 
are a matter of public record, no one will 
ever know how many banks were saved by 
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the measures adopted by this group of re- 
sourceful men, during the cycle of panics, 
crop failures and other vicissitudes that 
the national banks have weathered during 
the past sixty years. 

‘As an indication of the role played by 
the office in heading off these financial 
collapses, two true stories may be told. 

There was recently a case in a town 
somewhere in the United States, where a 
bank was getting in bad shape. The ex- 
aminer saw this clearly and realized that 
if something were not done there would 
be a failure of a bank with seven or eight 
million dollars in deposits. Without re- 
vealing the details of his maneuvering 
this man put through reorganizations of 
the bank four times within a week and 
saved the situation. 

In a certain state, a large national bank 
was in a precarious position. It served 
as the correspondent of a number of smaller 
institutions. Realizing what the closing of 
this bank would mean, the examiner, to- 
gether with the Comptroller and other of- 
ficials, moved feverishly to see what might 
be done. Two men of influence and 
wealth were found and urged to help in 
meeting the crisis by lending their resources. 
When the bank closed Saturday, it seemed 
certain that a receiver would have to be 
appointed Monday. The two men were 
summoned to Washington by telegraph on 
Saturday. They arrived Sunday and, after 
a conference of several hours, agreed to 
put up the necessary capital to take over 
the bank. Before Monday morning, the 
properties of this bank were transferred 
to the succeeding bank, a charter was 
made out and all arrangements com- 
pleted so that it opened ready for busi- 
ness at the start of the week. 

These are, of 
course, excep- 
tional cases, but 
there are many 
instances where 
the examiners 


Pus & Ewing 


Comptroller of Currency Dawes, with his chief aides. 
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by their suggestions have aided the banks in 
extricating themselves from difficulties. His 
role is to keep the banks strong and clean. 
The Comptroller has a direct absolute power 
to require any bank to charge off paper he 
considers as having no value or as of doubt- 
ful value, but there is sometimes a conflict 
of opinion. Generally speaking however, it 
is a rare thing where a bank will not follow 
the Comptroller’s recommendations as to 
adjustments and charging off paper, regard- 
less of power to enforce them. Mr. Dawes 
recently told a Congressional committee his 
experience had shown that about 95 per cent 
of the banks want to work in harmony with 
the Comptroller’s office. Generally speaking, 
he said tha the banks respected the examiners 
and that where they found much of a dif- 
ference they came to Washington for a 
conference, out of which almost invariably 
an agreement was reached. 

One of the reasons moving Mr. Dawes to 
bring in from the field for consultants expert 
men intimately acquainted with credit condi- 
tions in the various sections, was the desire 
to have the banks feel that they might come 
to Washington with their problems and get 
sympathetic treatment. J. W. Pole, chief 
examiner and directing head of the work, 
has a wide knowledge of the whole picture. 

An interesting sidelight on the ability 
of the Chief Examiner is that there was 
never a national bank failure in the Atlanta 
district, while he was in charge of the 
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examinations in that section although a 
large number of state banks closed their 
doors. 

The budget fever runs in the Dawes 
family. Perhaps this is the reason that 
the late President Harding drafted Gen. 
Charles G. Dawes—brother of the present 
Comptroller—to institute the budget system 
for the United States government. And 
perhaps this explains why the Comptroller’s 
office has just started a budget system to 
ascertain the cost of examining banks and 
preparing reports showing their condition. 
The Comptroller is endeavoring to learn 
why the cost of doing the clerical work 
varies so widely in the various districts. 
The object of the inquiry is to establish 
standards so that those who do not come 
up to them yield to more efficient workers 
or give satisfactory explanations for the 
more excessive costs. 

The examination of national banks en- 
tails no expense upon the government. The 
revenues for carrying on this work are 
provided by direct assessments upon the 
banks. A base fee of $50 on the first $25,000 
of assets is established and a sliding scale of 
3 cents per $1000 on the remaining assets 
put into effect. The Comptroller is given 
the authority to name the salary which the 
examiners may draw, but this must be ap- 
proved by the Federal Reserve Board. Ex- 
aminers are appointed by the Comptroller, 
subject to approval by the Secretary of 
Treasury. 

While not unmindful of the high caliber of 
the force of 250 examiners who periodically 

pass upon the condition of the eight thou- 
sand national banks, Comptroller Dawes 
is candid enough to admit that one of 
his ambitions is to improve the efficiency 
and standing of these men. The ideal 
bank examiner, according to Mr. Dawes’ 
(Continued on page 680) 


They are: Front row, left to right—E. W. Stearns, Assistant Chief Na- 


tional Bank Examiner; J. W. Fowler, Deputy Comptroller; J. W. McIntosh, Deputy Comptroller; Henry M. Dawes, Comptroller 


of Currency; C. W. Collins, Deputy Comptroller, and J. W. Pole, Chief National Bank Examiner. 


L. Proctor, F. H. Luce and E. H. Gough, Assistant Chief National Bank Examiners 


Back row, left to right—J. 
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Estimating Our National Wealt 


By WILLIAM P. HELM, JR. 


We Are Worth 322 Billion Dollars, or $2,900 Per Capita. Bulk 


of Wealth Is Real Estate. 


The Automobile a Five Billion Blos- 


som. During This Decade Commodity Values Rise 64 Per 
Cent, or Only Six Per Cent Less Than Gain in U. S. Wealth. 


ARLY in 1923 a little group of Gov- 

ernment workers and a handful of 

unofficial advisers met around a con- 

ference table in Washington. The 
conversation, for the moment, turned to the 
value of clothing. 

“What is the value, for instance, of this 
suit I am wearing?” asked one. 

The suit to which attention was thus 
called was such as one would expect to find 
in the wardrobe of any one of millions of 
business men throughout the country, a tai- 
lored affair of worsted, well-fitting, quiet in 
color, somewhat worn but by no means 
threadbare, serviceable and in good taste. 

“T doubt,” the questioner went on, “if my 
personal clothing today is worth more than 
$10. It would cost much more, of course, to 
replace it. But if it were to be put on a 
quick market, $10 probably would buy it all.” 

“You have another suit, of course,” 
prompted one of his listeners. 

“Yes.” 

“And evening clothes?” 

“Certainly. I had forgotten them.” 

“And quite a few shirts, collars, ties, shoes 
and underclothes ?” 

“That’s so. Maybe my estimate is low. I 
should have to go over the list carefully to 
get the correct figure.” 

A general laugh followed. 

“It proves my point,” said the prompter. 
“It shows the difficulty we face in making 
this census. If you, a man of superior intel- 
ligence, can’t estimate quickly the value of 
your own clothing, how can thousands of 
less intelligent persons estimate the value of 


theirs?” 


A Puzzling Question 


HE question has not been answered yet, 

nor can it be. Yet, under the Federal 
law, that little group of men was directed t~ 
place a reasonable value not only on their 
own clothing but on all the clothing of all 
the other inhabitants, male and female, adult 
and child, of the United States. 

And not only clothing. On all the real 
estate of those millions of people; on all 
their automobiles, livestock, books, pianos, 
railways, foodstuffs, factories, mines, min- 
erals, jewelry, money, cabbages, ships and 
sealing wax. In a word, these men were to 
take an inventory of all the physical and 
tangible property, by whomsoever owned, 
lying within the United States. 

In common. parlance, it was some job. To 
step out the door and, notebook in hand, jot 
down, in endless inventory, a mere list of the 
things of value in the city of Washington; to 
place on these possessions a fair and reason- 
able value; and to add up the interminable 


totals—that, in itself, would have been a 
colossal task. And having done that, to step 
over the line into Maryland, to cross the 
Potomac into Virginia, to go East, West, 
North, South to the last inch of national 
domain, taking inventory as they went— 
where and when would this impossible as- 
signment end? 

Or if every worker in the nation were to 
take a national holiday for the purpose of 
counting and valuing his possessions, how 
long would that take? And who would 
check the totals? And how many years 
would pass before the boss of the whole 
works could march out of his doorway and 
read off the grand total to a long-waiting 
world? 


Estimate Only Possible 


tiated the law doesn’t require impossibili- 
ties. At least, that particular law pro- 
viding for a national census of wealth 
doesn’t. Nor does that particular law con- 
template undue delay. What it does contem- 
plate is a casting up of estimates into grand 
totals which shall represent an approxima- 
tion of our national wealth of things tangible 


Are We Wealthier? 


OW much wealthier are we 

than ten years ago? The 
Bureau of Census soon will tell 
us that the national wealth on 
December 1, 1922, was about 
$322,000,000,000—as compared 
with $187,000,000,000 ten years 
prior to that time. But, during 
the decade, commodities values 
rose 64 per cent—just 6 per cent 
less than the rise in estimated 
wealth. As it required about 
$1.64 im 1922 to purchase the 
thing that could be bought for $1 
in 1912, ts all but 6 per cent of 
the gain due to the lowered pur- 
chasing value of the dellar? In 
any event, the increase in national 
wealth was much less rapid than 
for the previous decade. In actual 
possessions, it thus appears— 
despite the seeming evidences to 
the contrary—that the United 
States hardly accumulated more 
than a mere pittance. 


and material. An estimate—that is what is 
wanted; the best, most accurate most care- 
fully compiled estimate possible, that is all. 

And contemplating only an estimate, an 
estimate is all we get. It may be an estimate 
that strikes close to the truth. On the other 
hand, it may be uncounted billions of dol- 
lars away from the truth. No man, no 
group of men can say it is correct. By the 
same token, no man can deny its accuracy. 
It is the best that can be done; the most 
accurate valuation we can make. We can 
take it for what it is worth, or leave it, as 
we wish. 

The little group of men who started work 
on their colossal task somewhat more than a 
year ago now have almost completed their 
labors. As this article is written, the final 
announcement of the nation’s wealth as of 
Dec. 31, 1922, a grand total made up of 
countless estimates, is about to be made. It 
may reach the newspapers before this issue 
of the American Bankers Association Jour- 
NAL is in the hands of its readers. If not, 
it will be made public within a few days 
thereafter. 

The writer does not know what the final 
figures will show. In order that he might 
be wholly unrestricted in the preparation of 
this article, he refrained from obtaining this 
information, as he could have done, in con- 
fidence. The figures which follow, there- 
fore, are unofficial and will vary somewhat 
from the final announced totals. 

But the variation will be slight because the 
Census Bureau at this writing has already 
made public totals for forty-seven states and 
the District of Columbia. The only out- 
standing state is Oklahoma. In addition, 
there are yet to be made public totals cover- 
ing three items which are not included in the 
preliminary state announcements. Under 
these three headings are grouped national 
totals for gold and silver coin and bullion, 
vessels of the Navy, and privately owned 
waterworks. These three estimates are 
made nationally, rather than by states, be- 
cause they can be obtained more conveniently 
in that manner. 


What We Are Worth 


N the forty-eight jurisdictions already 

made public, however, the grand total of 
estimated wealth foots up more than $310,- 
000,000,000. An unofficial compilation of the 
value of the three items yet to come places 
the total at about $7,000,000,000. And in 
1912 the estimate of Oklahoma’s wealth was 


about $4,500,000,000. It is reasonable to as- 
sume that it will hardly fall below $5,000,- 
000,000 as of 1922. 

(Continued on page 678) 
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Air Attack on Misunderstanding 


Chain of Fifteen Broadcasting Stations On April 24 Will Cover 
the Whole Country. Messrs. Puelicher, Hecht, Shepherd and 
Other Active Participants in Banking To Tell Unseen Audience 
What Banks Are and How They Fit into Economic Scheme. 


HE air is going to be surcharged 
with economic understanding on the 
night of April 24. 

A chain of broadcasting stations, 
dotting the map of the United States from 
coast to coast, will be employed by fifteen of 
the country’s active figures in the realm of 
finance to tell the millions of listeners-in 
what banks are, what they do and how they 
fit into the scheme of 
general economic welfare. 
The talks that are to be 
made have been synchro- 
nized so that a radio fan, 
thirsting for knowledge 
about banking, might clasp 
on a head-set, tune in with 
the various stations and 
listen continuously for 
more than three hours to 
this series of popular ad- 
dresses on money, thrift 
and banking. 

As an extension of its 
campaign to educate the 
general public on banking, 
the Public Affairs Com- 
mittee of the American 
Institute of Banking—the 
educational arm of the 
American Bankers Asso- 
ciation—has completed ar- 
rangements for broadcast- 
ing through the micro- 


phone of talks on timely a 
topics in all sections of the 


place. 


country. It is the hope ot 
the committee that five 
million Americans, con- 
stituting the national radio 
audience, will catch one or 
more of these addresses 
designed to bring about a 
better understanding of 
economics. While the radio 
night has been planned 
primarily to reach the gen- 
eral public, by limiting the 
talks to twenty minutes, 
and arranging a national 
program, each of the 160 
chapters of the Institute 
will have an opportunity to 
hear at least three of the 
speakers. 

H. J. Mergler, chairman of the Public 
Affairs Committee, is the sponsor of the 
radio night. “To my knowledge, this is the 
first program of its kind ever attempted in 
the United States,” he states. “The sub- 
jects to be covered should be of considerable 
interest both to bankers and laymen. Among 
the subjects to be discussed are: The Fed- 
eral Reserve System, Relation of the Bank 
to Industry, The Gold Standard, Banking, 


Thrift, The American Institute of Banking, 
Its Aims and Accomplishments.” 

An almost unbroken wave of financial 
talk will sweep over the country for two 
hundred consecutive minutes—or at least for 
this period of time with a few brief lapses— 
if the projected plans do not miscarry. 

The waves of radio-broadcasting will start 
breaking over the country from New York 


WHY BANKS? 


LESSON IV 


By J. H. PUELICHER, Chairman, 


Committee on Public Education, American Bankers Association. 
Formerly the saver paid to have his money kept in a safe 
Today he is paid interest by banks which keep his sav- 


ings safe. 


the depositor from saving? 


MONEY SAVED AND DEPOSITED IN 


Is this interest on money, saved 
and deposited in the bank, the only gain to 


the Federal Reserve System really is to his 
great unseen audience in the Middle West. 

In other cities, speakers will use the air 
to spread their messages on banking and 
allied subjects. 

As tentatively announced, the program in- 
cludes : 

At Philadelphia, Paul B. Detwiler, as- 
sistant cashier, Philadelphia National Bank, 
8.20 Eastern time. 

At Buffalo, A. W. An- 
derson, manager, Westside 
branch, Marine _ Trust 
Company, 8.40 Eastern 
time. 

At Atlanta, H. H. John- 
son, assistant cashier, 
Lowry Bank and Trust 
Company, 8 o'clock East- 
ern time. 

At Cleveland, F. L. Frey, 
first trust officer, Union 
Trust Company, 8.40 Cen- 
tral time. 

At Chicago, David John- 
stone, assistant cashier, 


BANK = funds for the banker to loan 
out on farm mortgages, land bank or 
other farm bonds; railroad, municipal or 


Northern Trust Company, 
at 9.20 Central time. 
At Dallas, W. J. Evans, 


Puelicher 


government bonds; or notes of farmers, 
merchants and manufacturers. 


fore 
SAVING = 


One of the Series of Simplified Lessons on Banking That Newspapers 
Throughout the Nation Have Asked for the Privilege of Publishing. in 


where F. N. Shepherd, Executive Manager, 
American Bankers Association, will talk at 
8 o’clock in the evening from WJY—the 
powerful station maintained by the Radio 
Corporation of America. Twenty minutes 
later—as the clock goes—in New Orleans 
Rudolph Hecht, president, Hibernia Bank 
and Trust Company, will talk into the mi- 
crophone in the Southern city. At 9 o’clock 
in Chicago, J. H. Puelicher, president, Mar- 
shall & Isley Bank, Milwaukee, will tell what 
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assisting the farmer to raise 
crops; the railroads to run trains; the 
town, city, state or nation to build schools 
for the children of the depositor and his fellow citizens; or 
construct water works or other public enterprises. 
also equals helping the butcher, baker and grocer to do busi- 
ness so that food is brought within reach of the home; and 
the manufacturer to make shoes, clothing and the many 
things people need to live. 
Every saver, therefore, is not only putting sway money against 
a rainy day and earning interest on it meanwhile, but he is 
also making it possible for himself and others to have the 
luxuries, comforts and necessaries of life,—to enjoy all the 
advantages of a greater and better civilization. Thus through 
banks every saver gains a great deal more than merely in- 
terest on his money. 


assistant agent, Federal 
Reserve Board, at 9 o'clock 
Central time. 

At Denver, B. B. Aley, 
assistant cashier, United 
States National Bank, 
8.20 Mountain time. 

At Phoenix, R. M. Phil- 
lips, vice-president, Phoenix 
National Bank, 8 o’clock 
Mountain time. 

At Salt Lake City, A. B. 
Nordling, assistant man- 
ager, Federal Reserve 
Bank branch, 8.40 Moun- 
tain time. 

At Portland, E. C. Sam- 
mons, vice-president, 
United States National 
Bank, 8.20 Pacific time. 

At San Francisco and 
Minneapolis, it is antici- 
pated that speakers will fill 
the radio link, while 

William Phillips, assistant 
cashier, Federal Reserve Bank, will talk 
over the radio on April 25. 

While the employment of the radio is by 
no means new to the banks, it is the first 
time that it has been put to such a preten- 
tious use. 

One of the most effective means yet found 
to spread the gospel of sound economic un- 
derstanding has been developed by J. H. 
Puelicher, Chairman of the Committee on 

(Continued on page 662) 
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Will Interest Rates Rise or Fall? 


By FREDERICK W. GEHLE 


Vice-President, The Mechanics & Metals National Bank, New York 


Unused Credit Supply Greater in Volume Than Ever Before 


in American History. Gold Flood Brings Monetary Ease. 
Good Reason for Cheaper Money. 


No 


Will Federal Reserve 


Board Keep Its Rediscount Rate Above the Open Market? 


NE aspect of finance which is of 

unusual significance at the pres- 

ent time is the ease of credit. 

Those who draw charts to pic- 
ture the variations in the forces which con- 
trol business make the assertion that our 
present available credit supply, unused, is 
greater in volume than ever before in 
American history. The lines on their charts 
which signify the amount of credit that is 
available and the amount that is in use 
would seem to bear out their assertion. The 
available credit in the country is represented 
by a line that has curved upward sharply 
and with hardly a break since 1921, the re- 
adjustment year which followed the post- 
war deflation. The ascent for 1921 and 
1922 having been followed by an uneven 
movement for 1923, a renewed ascent is in- 
dicated for the early part of 1924 to a “peak” 
never before equalled. 

Usually one of two reasons, or a com- 
bination of the two, explains an increase 
in the country’s credit supply. Either the 
reason is a falling off in business activity 
and prices, leading to a contraction in credit 
needs, or it is a swelling of the loaning 
power of the banks through an enlargement 
of reserves. In recent experience there has 
been no falling off in business activity that 
would lead to severe contraction of credit 
needs; nor has there been any deflation of 
prices.. On the contrary, reports for nearly 
every American industry since 1922 have 
told of sustained activity and of large out- 
put and distribution, while average commod- 
ity prices throughout 1923 and thus far in 
1924 have held steadily at a level consider- 
ably higher than that of either 1922 or 1921. 
In certain industries and in certain sections 
of the country there has been a setback, but 
on the whole, save where seasonal demands 
governed, the country’s aggregate volume of 
business has not varied widely during the 
past year. 


Portfolio is Changed 


F course, a contraction in credit accom- 

modations from the inflated period of 
four years ago is to be noted; the changed 
aspect of the portfolio of the Federal Re- 
serve system is a striking evidence of this. 
At the apex of the boom of 1920 the total 
amount of bills held by the twelve regional 
Reserve banks was in excess of $3,000,000,- 
000; the present shows the corresponding 
total to be only one-fourth that amount. At 
the same time, loans of individual banks 
are large in volume, and if one lengthens 
the comparison, it is found that the total of 
bank loans for the entire country is double 


the total of ten years ago. Two dollars of 
credit are extended where one dollar for- 
merly sufficed. 

It is when we come to a consideration of 
the expanded loaning ability of the banks, 
through enlarged reserves, that we find a 
remarkable change from the past. In the 
three years since the opening of 1921, large- 
ly through gold imports from foreign coun- 
tries, more than a billion dollars has been 
added to the assets of the Federal Reserve 
banks, bringing the total of gold holdings to 
more than $3,100,000,000. There has been 
an additional increase in the gold supply 
held in individual banks and carried in the 
pockets of people, principally in the form 
of gold certificates, so that, taking all of 
the country’s monetary gold together, up- 
ward of $4,000,000,000 of the metal is at 
this time available to broaden and multiply 
the power of the Federal Reserve assets. 
It is this potential power which contributes 
so much to the condition of monetary ease 
in which the country finds itself today. 


Credit Strain Lacking 


T has been the history of business and 
finance that periods of prosperity in the 
past have had their foundations laid in pe- 
riods of plentiful credit and easy money 
rates, and have been brought to a climax 


Cheaper Money 


ONEY at this time is cheap 
enough for every legitimate cur- 


rent need, and credit is available 
without stint for every profitable busi- 
ness proposition. At the same time, 
the individual banks are not in a 
position to extend additional lines of 
credit freely without turning to the 
Federal Reserve System’s rediscount- 
ing facilities. The time has come for 
a determination whether the Federal 
Reserve System will take its place 
in our banking system as a reservoir 
to be used only when the banks them- 
selves have exhausted their own law- 
ful loaning power, or whether it will 
continue a policy of having its rates 
natch those of the open market. One 
policy would mean a firm and sane 
control over the credit situation as 
time goes on, the other would lead 
to credit expansion, according to the 
degree of monetary ease that resulted. 
—FrepericK W, GEHLE. 
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by the exhaustion of banking resources and 
the breakdown of the business structure's 
credit support. It is in the light of history, 
therefore, that the present situation in the 
United States takes on its most interesting 
aspect. For though the country has for a 
series of months experienced a period of 
real prosperity, no credit strain has re- 
sulted, and banking resources are so far 
from showing exhaustion that, instead of a 
climax being threatened to prosperity, the 
problem is confronted as to the means that 
may properly be employed to use the credit 
that is available. 

Because the banks throughout the country 
are in a position of unusual strength, and be- 
cause they are not utilizing all the credit 
which they could extend, comment is fre- 
quently made that we have in the United 
States a foundation for a thirty-story credit 
structure and have on it a four-story struc- 
ture. Also comment is made that competi- 
tion to employ funds and make them pro- 
ductive is likely before long to lead banks 
voluntarily to bring about a decline on in- 
terest rates. In other words, money is ex- 
pected to cheapen itself, owing to its plenti- 
ful supply. Prevailing rates are lower, in 
many sections of the country, than at this 
time a year ago; considering the country 
as a whole, they are below the average of 
the entire period from the middle of 1917 
to date, with the exception only of the latter 
part of 1922. It will be seen, then, that 
money has already cheapened itself consid- 
erably, 


Prosperity and Credit 


OST people, scanning the situation as it 

is today, would, if asked, offer the 
opinion that lower money rates are war- 
ranted, and would express pleasure thereat. 
Why? Because most people hold to the be- 
lief that the way to speed general prosperity 
is to make credit more abundant, more acces- 
sible and more cheap. Bankers, and others 
schooled in economic thought, considering 
the fallacy of redundant money, have treated 
it as a mark of unintelligence on the part of 
the general public that it should hold so 
persistently to this belief, yet it is difficult 
to combat the public fallacy, especially as 
periods of inflation in the past, with credit 
expansion, rising prices and rapid turnover 
of goods, are remembered as periods of 
“prosperity.” 

The banker and the political economist 
may argue that to reduce money rates 
and to increase bank loans at this time will 
have an evil effect. Yet, from the rank and 
file of people there is bound to be approval 


we 


April, 1924 


of every suggestion that is made that the 
banks make it more easy than before for 
borrowers to negotiate loans. The invaria- 
ble personal experience is that the more 
money one has, the more prosperous one is, 
and so the average citizen infers, from his 
own experience, that the more money there 
is in the country, the richer everybody for 
that reason must be. Judging by concrete 
personal example, the average citizen con- 
cludes that the greater the volume of credit 
released by the banks, the greater the benefit 
to all. All of us recall how in 1920 the 
popular approval of inflation, in order that 
there might be more money for everybody, 
was of all the economic heresies the greatest 
to combat, and all of us remember the 
popular outcry that arose against the 
measures that were finally enforced to check 
that inflation. Though cheap money means 
dear goods, the desire to cheapen money is 
constant and at times irresistible. 

Thus we now find among many classes 
of people a desire for cheaper money, and 
we hear a growing criticism of the banks 
in general and the Federal Reserve system 
in particular because rates do not move 
downward rapidly. It is more than a year 
since the Federal Reserve’s official discount 
rate has been changed; it was advanced 
from 4 to 4% in February, 1923, at a time 
when industry was expanding at a pace 
that caused those in charge of the country’s 
credit structure some concern. The desire 
at the time was to check the very apparent 
tendency toward over-expansion in business 
and toward credit inflation. The result was 
altogether satisfactory, as may be judged 
by the business and banking record of last 
year. 


Are Rates Going Lower ? 


HAT, then, is the prospect of money 

rates? With the country’s situation 
one of banking strength, is it likely that 
the level of rates generally will be marked 
to a lower plane? The answer to these 
questions may possibly be determined by 
another question. Just what good reason 
is there for a reduction from current quo- 
tations? That any reduction is really neces- 
sary to stimulate business is a view that 
can hardly be maintained. All proper busi- 
ness requirements are being made by the 
banks without stint; there is no shortage 
of credit; rates are at a level that are not 
burdensome to legitimate business. 

In any discussion of money rates, what 
bankers should not fail to recognize is that 
cheap money, making easy an expansion of 
business along untried and hazardous lines, 
is something the country ought not to be 
brought to face. Human nature being what 
it is, men are tempted to branch out when 
funds are made readily available to them 
at low cost. They are tempted to over- 
extend and take on new lines, moving from 
the business they understand into enterprises 
that appear alluring, but are beyond their ex- 
perience. That kind of expansion, bred of 
overconfidence and supported by easy credit, 
develops the most dangerous of commercial 
diseases, and though there are those who 
say that business men do not venture into 
new enterprises just because money is cheap, 
experience has too often shown just that kind 
of expansion. Reginald McKenna, chairman 
of the Midland Bank of London, wrote 
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recently: “Money, except the customary 
minimum which we carry in our pockets, 
is never idle; it is always pressing for use. 
If there is more of it, trade is stimulated; 
if the amount is reduced, trade is depressed. 
One man may tell you to increase it in- 
definitely and keep trade booming. But if 
you do, prices will soar indefinitely. You 
will first suffer innumerable social evils, and 
finally the extreme depreciation of your 
currency will gravely impair your power 
to trade.” 


Independent Bank Resources 
Busy 


F course, under circumstances wherein 

banking credit is so plentiful that banks 
must seek an outlet for profitable employ- 
ment of their funds, the law of supply and 
demand inevitably governs, and competi- 
tion determines the movement of rates. But 
what has been said before does not neces- 
sarily signify that credit is so plentiful in 
the United States at this time that it is 
“going begging.” As a matter of fact, the 
unused credit within a country is not rep- 
resented in the individual banks, but for 
the most part is represented by the capacity 
of the Federal Reserve system to extend its 
rediscount facilities to the commercial banks. 
The resources of the independent banks 
are for the most part utilized, and any large 
increase in their loans would result in their 
turning to the Federal Reserve system for 
help. 

This does not mean that all of the coun- 
try’s banking resources are devoted to com- 
mercial loans; for some time past there 
has been'a noticeable tendency on the part 
of banks to tie up funds in investment 
securities. This tendency has had much 
to do in stabilizing the market; it has en- 
abled the rates of investment capital to in- 
fluence the commercial loaning rates. Of 
course, the so-called money market rate 
for commercial banking loans is not the 
same as the rate of interest for permanent 
investment. The rate at which short-time 
credit can be employed depends admittedly 
on the activity of trade and on whether 
prices are rising or falling. But in the long 
run (and particularly when banks resort to 
the expedient of the purchase of investment 
securities to add to their earning assets) the 
rate of interest on investment issues helps to 
govern the commercial loaning rate and hold 
it firm. 


Influence of Federal Reserve 
Board Important 


ROM all that has gone before, it will 

be judged, then, that the movement of 
money rates in coming months will depend 
in part upon the care that bankers generally 
exercise in administering their affairs. In 
large part, however, it will depend upon 
the Federal. Reserve Board in Washington, 
because the country’s surplus credit is gath- 
ered into the reservoir of the Federal Re- 
serve system, and the control of that reser- 
voir is exercised by the rediscount rate which 
the Reserve Board fixes. . 

Just what will be the attitude of the 
Board toward lowering rates at this time is 
at present a matter of opinion, and opinion 
has no definite precedent to go by. Within 
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a few months the Federal Reserve system 
will have rounded out the first ten years 
of its existence, and though it would seem 
that by this time its policy of rediscount 
should have become so firmly established 
that one could readily predict its movements 
under given conditions, the fact is that its 
policy is still in the making, and so it is 
impossible to determine by precedent what 
the practice will be in any given money 
market situation. 


Reserve Rediscount Rate 
Above Open Market ? 


AX essential principle of rediscount bank- 
ing which guided operations in Europe 
from the inauguration of the central bank 
systems there, many years ago, until the 
breakdown occasioned by the war and the 
subsequent currency inflation, was that what- 
ever else an official rediscount rate might 
do, it was not permitted to fall below the 
level of the open market rate. It remains 
now to be seen whether that principle will 
be followed in the United States, or whether 
the abnormal policy of the past, inaugurated 
under war conditions, will be continued. As 
any banking textbooks will show, the basic 
idea of rediscount banking is that reserve 
money is for exceptional and unusual use; 
that it is not in the province of a reserve 
bank to supply a substantial part of the or- 
dinary funds employed in the market in or- 
dinary times. This explains the principle 
of keeping the rediscount rate above the 
market. 

The late A. Barton Hepburn, shortly be- 
fore his death, admirably defined the place 
of the reserve system in our banking or- 
ganism as follows: “It is the function of 
the reserve bank to hold the reserves of 
the country in central reservoirs, so that 
they may be available for emergencies. It 
is the function of the reserve bank to in- 
crease the supply of money in the country to 
meet seasonal variations in the demand 
for hand-to-hand cash . . . in the wholly 
extraordinary emergencies which a great 
war begets, the reserve banks may well be 
justified in violating temporarily the ordi- 
nary canons of sound finance, because finan- 
cial disorders are of less consequence than 
the losing of a war, and temporary expedi- 
ents may be justified even though the long- 
run-cost is high. But under normal condi- 
tions, where it is possible to take a long run 
view, the well established traditions covering 
a reserve bank’s operations must be fol- 
lowed. The chief of these canons is that 
the rediscount rate of reserve banks should 
be kept above the market.” 


Conditions Been Abnormal 


ONDITIONS since the inauguration of 
the Federal Reserve system have been 
highly abnormal; the war, the Liberty Loan 
campaigns and the reconstruction period 
made it impossible to apply simply and di- 
rectly the traditional principle of rediscount 
banking, so that most of the time the redis- 
count rate in the United States has been 
below rather than above the market, and it is 
still to be determined when those guiding the 
destinies of the system have concluded that 
the time has at last come to establish the 
rediscount rate above the market. 
(Continued on page 661) 


iplomats Extraordinary 


Myron T. Herrick, Ambassador to 
France, who profited to the extent of 
$75,000 on the upbound of the franc. 


MBASSADOR extraordinary and min- 

ister plenipotentiary! is the high-sound- 
ing title applied to the diplomatic agents of 
great nations. But there are times when the 
descriptive terms seem to be justified by 
results. 

By virtue of the financial acumen shown 
by Myron T. Herrick, American Ambassador 
to France, the United States probably will 
save about $75,000 in the purchase of a 
suitable embassy in Paris. Mr. Herrick is a 
former banker of Cleveland, and at one time 
was president of the American Bankers As- 
sociation. When the franc took a most pre- 
cipitate drop about the middle of March, 
Ambassador Herrick showed his faith m 
France by taking $200,000 of his own money 
and purchasing this amount of francs at 
27.15. The French newspapers told of how 
the American Ambassador had bought this 
considerable amount of francs at a time that 
the money speculators were selling them 
short and recorded another act of friendship 
to unite France and the United States in 
bonds of amity. 

The saving will go to the Government— 
if Congress will take it. Mr. Herrick had 
proposed that Congress purchase a handsome 
home on Avenue d’Jena at a price of more 
than 5,000,000 francs, Congress appropri- 
ated only $150,000 for an American embassy 
in the French capital, although $300,000 was 
needed, so the State Department suggested 
that Mr. Herrick get a three months’ option 
on the property. Finding this impossible, 
because others were seeking to buy the house, 


(H. & E.) 


Charles B. Warren, the first American 
Ambassador to Mexico since recogni- 
tion was extended by the United States. 


Mr. Herrick took $200,000 of his own funds 
and bought the house outright. As the 
owner, Mr. Herrick has informed Washing- 
ton that he has a three months’ option on 
the house and will quote the price at the 
dollar figure. 


N Mexico, where American claims for 

damages have accumulated since the 
Mexican revolution, Charles B. Warren, 
former Ambassador to Japan, has presented 
his credentials. Mr. Warren was one of the 
two personal representatives of the late 
President Harding who paved the way for 
recognition by obtaining from the Obregon 
administration satisfactory assurances as to 
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(H. & E.) 


William Phillips, who leaves Wash- 
ington as Secretary of State Hughes’ 
aide to become Ambassador to Belgium 


the protection of American rights. The two 
governments have agreed to set up a Mixed 
Claims Commission to adjust the claims 
which have been presented by the nationals 
of Mexico and the United States. 

Ambassador Warren will have a great 
variety of questions to take up with the 
responsible Mexican officials, because it is 
known that a number of private understand- 
ings were reached by the representatives of 
the two Presidents, who made possible the 
resumption of diplomatic relations between 
the two republics. It is confidently believed 
in Washington that, with the establishment 
of more cordial relations, the trade between 
the two countries will grow appreciably, 
especially after the forthcoming Presidential 
election in Mexico. 


(?: of the largest problems that the 
United States faces is the refunding of 
the debts that Italy, France, Belgium and 
other nations owe. The Senate has con- 
firmed the appointment of William Phillips, 
former Under-Secretary of State, to be Am- 
bassador to Belgium. The Belgian Govern- 
ment borrowed hundreds of millions from 
this country to assist the allies in the prose- 
cution of the World War. Repeated assur- 
ances have come from the Brussels govern- 
ment that Belgium will arrange to repay the 
loans, once the reparations question is defi.- 
itely settled and payments from Germany 
start. 

It is generally believed that the sending 
of a commission to confer with the World 
War Debt Funding Commission on the terms 
of refunding is nothing more than a ques- 
tion of a few months. 
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The Battle of the Franc and the 
American Loan 


By E. E. AGGER 


Columbia University 


Why Did the American Bankers Stipulate the Acceptance of 


the Experts’ Report on Reparations? 
Factor in the Turn. 


Final Victory Not Yet Won. 


Fiscal Reform the Chief 


Much 


Depends Upon Our Willingness to Accept German Exports. 


NEW loan reported to be “not less 
than one hundred million dollars” 
has been extended by American 
bankers to the Bank of France. 

The loan is in the nature of a credit opened 
here available to the French central institu- 
tion as the proceeds are needed. The terms 
and conditions of the loan have not been pub- 
lished, but it has been stated that the loan is 
virtually secured by the gold of the Bank of 
France, because the Bank of France under- 
takes to ship such gold as may be necessary 
fully to liquidate the loan at maturity. But 
even of greater interest and significance is 
the alleged stipulation that the government 
of France accept the forthcoming report of 
the experts appointed by the Reparations 
Commission to work out a solution of the 
complicated reparations question. Why, it 
will be asked, should the American bankers 
lay down such an extraordinary condition? 

The loan is, of course, a phase of 
the so-called “battle of the franc.” 
The effort made by France to save 
the franc from complete collapse 
has been compared with the de- 
fense of Verdun when the watch- 
word was, “They shall not pass!” 
And without regard to chrono- 
logical exactitude the great effort 
made to check the further decline 
in the franc and to turn its course 
upward, has also been called a 
“second Marne victory.” The fig- 
ure is not inept. The original 
Marne victory was succeeded by 
four years of desperate trench 
warfare. The downward rush of 
the franc has been checked, but 
the victory is not yet won. Final 
stabilization of the franc at a sat- 
isfactory level can only be accom- 
plished by a long, hard, uphill fight, 
and reparations from Germany 
constitute an essential element in 
this struggle. 

The desperate situation in which 
the franc found itself was due to 
progressive developments during 
and since the war. The downward 
course of the franc from its pre- 
war value is shown in the accom- 
panying diagram. 

To understand the significance of 
the American bankers’ loan, and of 
the reparations stipulation which 
they are reported to have laid 


age. 


down, a brief examination of the circum- 
stances underlying the decline of the franc 
must be made. 


War Gave the First Blow 


HE first blow to the franc was given by 

the war. 
expensive. France, forced to bear the brunt 
of the fighting, made huge expenditures. In 
financing these expenditures the government 
leaned heavily on loans. Its tax policy was 
much narrower in scope and was less rig- 
orously applied than were the tax policies of 
Britain and of the United States. The re- 
sult was a rapid expansion of the French 
public debt. At the outbreak of the war the 
French debt equalled 34,188 million francs 
in gold. This had grown from 13 billions in 
1871. About 8 billions represented the in- 
demnity to Germany ; 6 to 7 billions had been 


Se 


Movement of the franc in New York; monthly aver- 
Column at left shows per cent of par, 19.3 cents 
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expended on capital account—roads, rail- 
ways, etc., but a considerable proportion rep- 
resented accumulated budget deficits. Even 
before the war France’s tax system could 
hardly be called adequate. By Dec. 31, 1918, 
the internal debt had grown to 143,963 mil- 
lion francs (paper), while borrowings 
abroad had created an external debt of 27,- 
390 million gold francs (figured at par of 
exchange). 

Developments following the ratification of 
the Treaty of Versailles were even more 
serious. The treaty provided that Germany 
make reparation “for all damages done to 
the civilian population of the Allies and 
their property by the aggression of Ger- 
many by land, by sea, and from the air.” 
This was subsequently interpreted to include 
pensions and civilian allowances. The 
amount of reparations was fixed by the Lon- 
don settlement of May 5,'1921. The total, 

inclusive of the Belgian war debt 
of four billions, was put at 136 
billion gold marks. France’s share 
of this was to be 52 per cent, or 
68,640,000,000 gold marks, to be 
paid as follows: 6240 million in 
Series A bonds, 19,760 million in 
the “B” bonds, and 42,640 million 
in the “C’ bonds. 


Heavy Debt Service 


N her budgetary procedure 

France counted heavily on these 
reparations payments. She under- 
took a generous program of recon- 
struction in the devastated areas, 
and her expenditures were swelled 
also by pension payments. The 
budget was divided into two parts, 
the “general” and the “special.” 
The general budget covered the or- 
dinary governmental expenditures, 
revenue for which came primarily 
from taxation, but in part also 
from loans. In the special budget 
were placed the expenditures which 
under the treaty were “recover- 
able” from Cermany. The entire 
return under this budget came from 
lcans. Just what this implied is in- 
dicated by last year’s figures. The 
budget-situation reports of March 
1, 1923, show that the original ap- 
propriations and the supplemental 

(Continued on page 658) 


Leaks In Banking—How To 


Stop Them 


By W. R. MOREHOUSE 


Vice-President, Security Trust & Savings Bank, Los Angeles 


By Cutting Out Worthless Advertising and Comparing Notes 
Los Angeles Banks Saved More than $30,000 Last Year. 


Efficient Way to Purchase Space. 


Money Lost in Purchase of 


Booklets and Novelties. Bait for Depositors. Waste Prevention. 


O say that American banks un- 

knowingly waste hundreds of thou- 

sands of dollars annually in one 

form or another is no exaggeration, 
although it is a very startling statement to 
make. 

Take for example the waste in advertis- 
ing and numerous business-building cam- 
paigns. Literally thousands upon thousands 
of dollars are paid annually for certain kinds 
of advertising which have practically no 
merit as business-getting mediums. 

In Los Angeles it is claimed that the local 
banks saved through cooperation last year 
more than $30,000, which amount would or- 
dinarily have been spent for worthless media. 

Publications which prior to a year ago 
flourished in Los Angeles on advertising 
contracts signed by banks have been forced 
out of business. Periodicals with nothing 
of value to offer the advertiser except “hot 
air’ promises have failed to survive the 
rigid scrutiny to which they were subjected. 
Advertising promoters who made false 
statements regarding their circulation and 
class of people reached were black-listed 
and thereby automatically forced to quit the 
financial field. 

Investigation revealed that a certain pub- 
lisher who claimed to have the support and 
backing of a large number of skilled wage 
earners, and a circulation of 50,000 copies 
monthly, only printed 1100 copies of each 
issue. Of these, 400 copies were mailed to 


bona fide subscribers, 50 to advertisers, and ° 


650 copies were consigned to the furnace. 
Up until the time of the investigation this 
publisher enjoyed the confidence and patron- 
age of ten or more banks. 

Another publication which claime a wide 
circulation completely broke down under an 
investigation. It was found that the solicitor 
was publisher, business manager, editor, ad- 
vertising manager, and owner, and of every 
dollar received for space, he appropriated 
ninety cents as payment for his service in his 
several capacities, and the remainder, or ten 
cents of every dollar received, was expended 
in printing a limited number ot copies of his 
publication. A parallel case is that of three 
publications. So far as the advertiser knew 
the three publications were competitors in 
the same field. The combined circulation 
claimed for the three was approximately 
30,000 copies monthly. An investigation re- 
vealed that these three supposedly competi- 
tive magazines were owned, edited and pub- 


lished by one man, and were printed on the 
same press. Instead of a combined circula- 
tion of 30,000 copies only 2500 copies of all 
three were printed monthly. 


Fifty Per Cent Valueless 


WO papers claimed that they covered a 

certain field. One gave its circulation as 
11,500 copies and the other claimed 12,000 
readers. An investigation revealed that the 
paper claiming 11,500 circulation had made 
no serious misstatement of fact, but that the 
paper claiming 12,000 readers only printed 
3000 copies. By what manner of reasoning 
this publisher could justify his claim of 12,- 
000 readers was more or less of a puzzle. 

A trade journal claiming that it dominated 
a certain industrial field was found to have 
less than 100 paid-up subscribers. A foreign 
language paper claiming 67,000 circulation 
printed less than 4000 copies. 

The cases cited are but a small percentage 
of those investigated in which banks had ad- 
vertised, They are not fictitious cases fabri- 
cated in order to illustrate a point, but are 
actual cases which came under observation 
of the writer during the past two years while 


To Cut Off Waste 


CAREFUL reading of the accom- 

panying article, and the applica- 
tion of the information which it con- 
tains, will enable many a bank, now 
wasting money in its efforts to gain 
new business, to save worth-while 
sums and incidentally to save some 
of the time of officers who listen to 
the compelling arguments of high 
pressure salesmen. The reaction from 
the use of various novelties purchased 
with the hope and expectation of pro- 
ducing new business is not, as the 
author, Mr. Morehouse, shows, al- 
ways of the nature desired by the 
bank. The results of circulation in- 
vestigations made in Los Angeles may 
have counterparts in other sections 
where banks are following the old 
methods of buying on faith, hope and 
charity advertising space, devices and 
schemes to build business. 


serving as a Director oi the Better Business 
Bureau. Other cases, too numerous to men- 
tion here, compare favorably with those 
given. Of persons soliciting bank patronage 
at least 50 per cent offered media of prac- 
tically no value from a banker’s standpoint, 
although a large percentage of this class had 
received bank support. Of the 50 per cent 
remaining, probably three-fourths offered an 
advertising service which could be used 
without material loss, but could not be re- 
garded as particularly good advertising me- 
dia. A little more than 10 per cent of all 
cases investigated gave assurance of good 
returns for every dollar expended. 

In nearly every locality a similar problem 
confronts the banker. It may not be on as 
extensive a scale as in Los Angeles, or in 
our larger cities, but the problem of select- 
ing the “wheat from the chaff” is there. Un- 
fortunately, too little attention is paid to this 
phase of bank business-getting, which ac- 
counts for the fact that in far too many 
cases an appreciable part of the advertising 
appropriation is thoughtlessly wasted. 

Banks are liberal buyers of worthless 
advertising and unsound business-getting 
schemes in their clamor for business, in 
competition with other banks. It is this 
antagonistic competition between neighbor- 
hood banks that is driving them into ex- 
travagant and reckless use of the advertis- 
ing appropriations. 

A certain bank contracts for space. It 
does so in order to please a friend and cus- 
tomer, and regardless of the value of the 
space as an advertising medium. Other 
neighborhood banks, not to be outdone, fol- 
low the pace and purchase space in the same 
publication. The professional solicitor knows 
that his success or failure is determined by 
whether or not he is successful in selling 
space to one bank in a group. Having made 
a sale he is reasonably certain that other 
banks will readily fall into line. He knows 
that for him to be able to say that the First 
Trust & Savings Bank has bought space 
will prod the other banks in the group into 
buying space in self-defense. 


How Cooperation Will Prevent 
Unnecessary Waste 


F it is antagonistic competition that is 
responsible for much of the waste in busi- 
ness-building, then the remedy lies in coop- 
eration between banks, and that is exactly 
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how Los Angeles institutions are solving this 
problem. 

Recognizing the folly of trying to out- 
advertise one another, Los Angeles banks 
have formed themselves into an Association, 
which meets weekly to consider advertising 
media. By agreement, certain classes of 
advertising and certain media of business- 
getting have been ruled out as being either 
ineffective, undignified, or too expensive. 
For instance, miscellaneous programs, dodg- 
ers, song books, one-time publications and 
special editions of regularly patronized pub- 
lications are never used by the banks in this 
group. 

By mutual consent all applications for ad- 
vertising are referred for 
consideration to the mem- 
bers when next assembled, 
and it is in these meetings 
that decisions are reached 
either for or against the use 
of certain media. If a 
medium has nothing espe- 
cially commendable about it, 
it is easily dispensed with by 
all banks agreeing not to use 
it. If for some special rea- 
son one or more banks in the 
group can use a certain me- 
dium to advantage, an ex- 
ception is made and permis- 
sion given for its use. 

As a result of these meet- 
ings there is no occasion for 
any Los Angeles bank to 
buy space in a_ worthless 
medium on the statement of 
some untruthful solicitor, 
who may claim that other 
banks have either promised 
to buy space or have ac- 
tually contracted for it. In 
every case, the bank solicited 
is familiar with the true 
situation and knows that the 
claim is false: 


The Right Way to 
Buy Advertising 


DVERTISING should 

be bought solely on its 
merits. If in the judgment 
of the banker it is undesira- 
ble, or if it does not give 
ample assurance of being 
effective in producing good 
results, it should not be bought, for it is not 
advertising. If the banker feels he must 
satisfy the solicitor because he is a cus- 
tomer, it is far better to make him a dona- 
tion and charge the amount to charity than 
to buy space. A still better rule would be 
to politely decline the service on the grounds 
that it is not good advertising for your par- 
ticular bank. But someone says, if you de- 
cline you will lose the solicitor’s account. 
Occasionally this may be the outcome of 
such a stand, but the amount saved over a 
period of time on other cases where accounts 
are not lost will considerably exceed the 
profit which the bank makes on accounts 
lost. In most cases, worthwhile accounts 
are not closed for this reason, at least that 
has been my experience. Besides, I have al- 
ways felt if in order to retain an account, I 
must buy it over and over with advertising 
so-called, the sooner the account is closed the 


senting his proposition. 
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larger will be the earnings of my bank. 

There is a lot of, “wolf! wolf!” about the 
danger of accounts being lost as a result of a 
bank’s refusal to take advertising. Two men 
waited upon me one day with a request that 
I advertise in an annual edition of their 
church publication. When I declined their 
offer they began to insinuate that I would 
lose the church’s patronage. In fact, they 
made it fairly plain to me that the pastor 
of their church and some of its prominent 
leaders would be apprized of my refusal of 
assistance at the next board meeting, and 
they would be urged to withdraw their ac- 
counts. The edition came off the press on 
time; a sample copy was received at my 


FIRST TRUST & SAVINGS BANK 


By whom 
Date of publication? 


Number of copies published?..... 


Published for profit or 


Sign here 
Address 


Hand this form to every solicitor and ask him to fill it out before pre- 


wait for the interview 


office, and no mention was made of my bank. 
The next day a letter was received. It was 
written on the official church stationery and 
signed by the president and secretary of the 
board, one of whom had solicited the adver- 
tising. In the most friendly terms the bank 
was thanked for the splendid support it had 
given in helping to publish the annual num- 
ber, and it was assured that its cooperation 
was fully appreciated. This incident con- 
vinced me that there is a lot of bluff to 
threats of withdrawal under these circum- 
stances. The experience completely fortified 
my position, and stiffened my backbone, so 
that now I can say, “no thank you,” in all 
cases where the advertising lacks sufficient 
merit to convince me that it would prove a 
good investment for the bank. Singular as 
it may seem, I have yet to hear of a case 
where an account of any great value to the 
bank was ever closed because advertising 


It works like magic; a majority of solicitors never 
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was not taken, while I do know of many 
cases where accounts have remained under 
the same condition. 


To Weed Out Undesirable 
Publications 


OR years I have tried to accomplish this 

by listening patiently, intently and sym- 
pathetically to the sales story of every so- 
licitor. In doing so, I have been bored, ex- 
asperated, angered and pleased, and I have 
also received many good ideas. But as the 
percentage of advertising propositions which 
I could use to advantage was exceedingly 
small, the time consumed in interviewing all 
who called did not justify a 
continuance of the “take 
them as they come” method. 

Los Angeles banks have 
solved this problem through 
the use of a printed form 
similar to the one shown. It 
might appropriately 
called the silent interviewer, 
the clever detector, or the 
silent dismissor of high 
pressure salesmen, 

This is how it works, and 
in a majority of cases it cer- 
tainly works much like 
magic. A_ high pressure 
salesman calls and is imme- 
diately handed the blank 
form to fill out before he is 
invited to present his propo- 
sition. In fully 50 per cent 
of cases a glance at the ques- 
tionnaire is sufficient, for the 
solicitor does a “fade away” 
upon being confronted with 
certain pertinent questions 
which he must answer in 
writing. He knows that if 
he should answer all of the 
questions in full, his answers 
would in themselves defeat 
the sale, and so he quietly 
departs, chagrined to think 
that some banker was clever 
enough to get out such a 
searching questionnaire. 

About 25 per cent of so- 
licitors to whom the ques- 
tionnaire is handed are quick 
to excuse themselves with 
the statement that they will 
take the form with them, fill 
it out and return later. Of this 25 per cent 
not over one-half of 1 per cent ever return. 
Of the remaining 25 per cent some are dis- 
missed for refusing to answer all of the ques- 
tions, or for making qualified answers, or for 
failure to answer questions in full. The per- 
centage which finally qualify under the ques- 
tionnaire method is so small that it is almost 
startling, and once a banker uses this blank 
he is made to feel like penalizing himself for 
not having thought of some such plan years 
ago. It turns the trick as smoothly as a 
plow turns the soil, and it leaves the banker 
free to consider only such propositions as 
have sufficient merit to justify consideration. 
It also places every solicitor with whom the 
bank may transact business later on record 
in writing, to which written record the bank 
can refer if necessary in clearing up mis- 
understandings, and in proving misrepre- 

(Continued on page 672) 


of profit to organization?............to publisher.... 

to advertiser...............to solicitor..... 


Taking the Department of 
Agriculture to the People 


By C. B. SHERMAN 


U. S. Department of Agriculture 


There is a Wealth of Labor-Saving, Time-Saving and Money- 


Saving Information for Those Who Seek It. 


The Government 


Demonstrates How Everyone May Get Assistance Enabling Him 
to Work to Better Advantage and to Live More Economically. 


that the 
printed 


OT a month goes by 
statement is not made, 
or written, somewhere, that the 
Federal Department of Agricul- 
ture has vast stores of information in its 
possession which are inaccessible to farmers 
or to the great American public. “Why 
didn’t I know, before, that such help is avail- 
able from the De- 
partment?” is the 
frequent cry of a 
hard - pressed man 
who finally finds 
the needed advice 
through application 
to the Department. 

For ten years at 
least, the Depart- 
ment of Agriculture 
has made earnest, 
energetic sys- 
tematic effort to 
place knowledge of 
its services and 
information in the 
hands of all classes 
of people. The 
printed page and 
the lecture have 
been supplemented 
by many different 
devices of more pop- 
ular appeal. The 
press release in news 
form, wide and sys- 
tematic use of radio, 
motion pictures, and 
visual instruction in 
the way of unusual 
exhibits are among 
the many means 
used, 

Success of an exhibit depends largely upon 
the novelty of its presentation. With this 
fact in mind much attention has been given 
to exhibit work in recent years, with marked 
results. Associations that have had depart- 
ment exhibits invariably come back with a 
request for an exhibit the following year. 

“The real measure of the service ren- 
dered is shown by the fact that we not 
only get requests to come back to places 
where we exhibited, but also because we 
get requests for our material from hun- 
dreds of new sources,” says the last an- 
nual report on exhibit work of the De- 
partment. “Usually this is because a boys’ 


and girls’ club exhibit at one of the fairs, 
Sioux City, lowa, for example, has shown 
a farmer how his son may earn enough 
money for a good agricultural education, 
or because a home economics exhibit has 
shown a farmer’s wife how to obtain the 
comforts and conveniences that make rural 
life pleasant. It may have shown the 


An exhibit showing the various grades of beef cuts 


farmer himself how to get weather and 
market forecasts by radio and how to use 
them to advantage. Perhaps the residents 
of a mountain district are made to realize 
their responsibility for action after having 
seen one of our forest-fire exhibits at a 
neighborhood fair.” 


Out to the People 


HE general plan is to display the ex- 

hibits at State fairs during the late 
summer and fall and to show them at special 
conventions and meetings during the 
winter. 

The Sacramento office of 
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the Federal 


Bureau of Agricultural Economics, in- 
cluding clerks, telegraphers, and equip- 
ment, was moved bodily to the grounds of 
the California State Fair, last autumn. A 
temporary leased wire was installed at the 
grounds for the receipt of market news 
on fruits, vegetables, live stock, meats and 
dairy products. One thousand daily market 
bulletins were issued 
daily from the fair 
ground. The regular 
Sacramento mailing 
lists were filled as 
usual, and an addi- 
tion supply was is- 
sued for visitors. 
Much interest was 
displayed by the vis- 
iting public in the re- 
ceipt of the market 
information over 
the wires, and 
in the high - speed 
mimeographing, fold- 
ing, sealing and 
mailing of the bul- 
letins. |Representa- 
tives of the bureau 
explained the pur- 
pose of market in- 
formation and _ the 
methods by which 
its collection and 
quick dissemination 
are made over the 
leased wire circuits. 

Market classes and 
grades of live stock, 
worked out by the 
Department of Agri- 
culture, were shown 
by means of live animals at this fair. The 
exhibit was arranged by the University of 
California. Twenty-five hogs were used to 
illustrate the difference in quality, condition 
and weight. Rough and smooth packing 
sows, and scrub and purebred feeder pigs 
were shown. Market classes and grades of 
lambs were worked out in the same way. 
The result proved to be unusually interesting 
and instructive, according to many vis- 
itors. 

One phase of this exhibit work was 
voluntarily extended by the California Wool 
Growers Association on its 1924 calendars, 
which carry a photograph, approximately 
one-half size, of the practical forms of the 
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official wool grades of the United States. 
The division of types according to length 
of staple is indicated and information re- 
garding grade and value of wools is given, 
with reference to the Department of Ag- 
riculture. 

A potato grading exhibit including the 
actual grading of potatoes was so success- 
ful at the State Fair of South Dakota 
that its repetition was requested last au- 
tumn by the officials of the fair. For 
other exhibits, when actual potatoes cannot 
be used to advantage, the Department has 
colored clay models of potatoes that are 
so realistic that they usually pass for real 
potatoes. These models are used par- 
ticularly to represent 
in detail the various 
diseases and mal- 
formations that af- 
fect grade. Similar 
models are used for 
apples and a few 
other fruits and 
vegetables. 

Radio. exhibits 
with weather, crop 
and market reports 
actually being broad- 
cast or received, al- 
ways attract a crowd. 
Every one seems to 
be interested in 
radio, from the mak- 
ing and installing of 
the sets, to the re- 
ceipt and dissemina- 
tion of programs. 

For one time only, 
last August, the 
semi-monthly mime- 
ographed market re- 
port on honey and 
beeswax, which is 
usually issued from 
the Washington of- 
fice of the Bureau of Agricultural Econom- 
ics, was issued at Madison, Wis. A rep- 
resentative went from Washington to edit 
the reports received from various produc- 
ing sections and the city markets, and state 
agricultural officials attended to the de- 
tails of cutting the stencils and the mimeo- 
graphing of the reports. This special re- 
lease of the honey report was a feature of 
the Fifth Annual Beekeepers Conference, 
said to be the largest assembly of beekeep- 
ers ever held in the United States. It was 
a practical demonstration of the Federal 
market news service and supplemented an 
address concerning this service that was 
given on the regular program. 

At the National Textile Exposition held 
at Boston last Autumn a large cotton ex- 
hibit was installed by the Department and 
experts gave talks about certain phases of 
the Department’s work. The greatest in- 
terest, they report, was shown by cotton 
mill men, cotton merchants and brokers, 
mill superintendents, students and instruc- 
tors from textile schools. Classes from 
the Philadelphia, Lowell and New Bed- 
ford schools attended in a body, and each 
spent nearly two hours in study. Profes- 
sors and students from the Harvard School 
of Business Administration visited in 
groups, and the principal of one of the 
Boston senior high schools with his stu- 
dents made an intensive study of the dis- 
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play. “It was very gratifying when a 

member of one of the largest cotton firms 

of the country said that the Department’s 

was the most interesting exhibit he had 
” reported the exhibitor on return. 


seen, 
On Marketing 


One of the features of this exhibit was 
a panel, illustrating, by a series of pic- 
tures, the various steps in the production 
and handling of cotton and the manufac- 
ture of cotton cloth. There have been so 
many resulting requests for the use of this 
panel by business firms, organizations and 
schools that many small photographic re- 


OF AGRICULTURE 


MARKETS BY R 


Exhibit demonstrating how the radio keeps farmers posted on prices 


productions have been made for their uses. 

Recently the experiment was made of 
offering a special exhibit on marketing 
farm products to the agricultural colleges 
within a certain distance of Washington, 
during the winter months. More re- 
quests were received than could be filled, 
with the colleges furnishing the transpor- 
tation expenses from the last point of ex- 
hibit. For the northern colleges this mar- 
ket exhibit related to grain and wool grad- 
ing under Federal standards with practi- 
cal demonstrations, to wool manufacturing 
processes, market classes and grades of live 
stock and meats, and to other suitable 
lines. In the exhibit for the southern col- 
leges the grading and manufacturing of 
cotton was featured. Lecturers accompan- 
ied the exhibit and motion pictures were 
shown. At each point definite effort was 
made to correlate the exhibits, demonstra- 
tions and lectures with the work of the 
college class. “The exhibit has been worth 
several thousand dollars to the school,” de- 
clared a professor in a college that made 
use of the exhibits and demonstrations both 
for themselves and for the community, in- 
cluding the local high school and clubs, and 
the farmers of the country. Testimony 
from the other colleges was hearty, and 
many asked for the return of the exhibits. 

At the last International Livestock Ex- 
position the Department’s display was in 
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the form of pens of live animals, refriger- 
ated show cases showing wholesale and 
retail cuts of meat from animals similar 
to the live ones shown, motion pictures, 
and booths introducing novel ways of 
showing educational material. The ex- 
hibit was designed to tell the story of live- 
stock farming. The story began with the 
organization of the livestock farm, dis- 
cussed some of the most important live- 
stock feeds, pointed out some _ recom- 
mended practices in the growing of differ- 
ent classes of farm animals, their breeding 
and feeding, and finally took the animal 
through the market to the table of the 
consumer. Specialists on the various sub- 
jects explained the 
exhibits and an- 
swered questions, and 
descriptive material 
on each exhibit was 
furnished. 

An unusual feature 
of the exhibit was 
some live feeder and 
fat steers chosen to 
show the four mar- 
ket grades: Choice, 
good, medium and 
common. Across the 
aisle from these 
steers was a display 
of wholesale and re- 
tail cuts of beef in 
glass show cases, 
showing grades of 
beef corresponding 
with the four grades 
of fat steers that 
produced the meat. 
A placard above 
these steers showed 
these weights and 
the average price per 
100 pounds, on the 
Chicago market, 
during the days of the exposition, for steers 
of such grades. The purpose of the com- 
bined exhibit was to show that the value of 
the beef steer depends upon the quality of 
meat it produces, and that a steer’s market 
condition is determined by its breeding and 
feeding. 

In cooperation with the University of 
Illinois, the Department featured some 
phases of the swine type experiment being 
conducted by that university. The experi- 
ment aims to determine the differences in 
rate of gains, economy of gains, and value 
of the meat hogs of different types. The 
exhibit sought to point out the differences 
in the carcasses and wholesale cuts from 
the different types. The types used were 
modifications of lard-type hogs, as ex- 
emplified by the Poland-China breed, and 
various classes were shown. The exhibit 
included a young pig and a 225-pound hog 
of each type, a dressed carcass of each 
type in a refrigerator, and wholesale cuts 
of pork of each type in glass refrigerated 
show cases. By way of comparison with 
these types, some wholesale cuts were 
shown from a hog carcass that represented 
the type of hog in most demand by the 
packers. 

Crowds thronged around these exhibits 
from the opening to the closing day. 
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Business Conpitions At A GLANCE 


By D. RICHARD YOUNG 


1923 | 
| 


1924 


1919—100%, 


Federal Reserve Board Index of Employment in 33 leading manufacturing industries. Last 15 months show employment maintained at high level, 
with ae aes increase this —— (1914-1918 figures from New York State Index). 


PERCENTAGE OF EMPLOYMENT 


Mituons or Doutars 
PER MONTH 


Bank clearings are running about 4 per cent ahead of last year for United States as a whole. although the general price level is lower. The Pacific 
Ceast section reports the largest gain, of over 20 per cent. 


ReservE PERCENTAGE TO 
DEPOSITS AND NOTES 


Interest rates on 60-90 day commercial paper in New York market continue practically unchanged, with best names quoted at 43 per cent. Money 
and credit are plentiful. 


CommerciaL Paper Rate 
IN NEW YORK 


Brapstreer’s Price Inpex 
OF COMMODITIES 


Bradstreet’s Price Index of 96 commodities at wholesale registers slight decline, with present average about 45 per cent above 1914. Last year and 
a half marked by unusual stability, the maximum fluctuation during period being less than 9 per cent. 


NUMBER OF 
PER MONTH 


Commercial failures, compiled by R. G. Dun & Co.,-are about 6 per cent larger than in 1923. The striking seasonal character of these figures, with 
the high point each January, is caused by the pressure of annual settlements. 


oe cent. Holdings include over $3,100,000,000 gold. 
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April Opens with Production and Trade Continuing 
at the High Levels Which Characterized 1923. Fundamental Factors 
Prove Soundness of the Situation. Some Lines Show Expansion 
Since First of Year, But No Large Placing of Forward Orders 


RETA TRADE | 


oF 
PER MONTH 


Combined monthly sales of ten leading chain store and mail order houses, operating in all parts of the United States and doing an aggregate busi- 
ness approximating $1,000,000,000 annually. The 1924 sales are 25 per cent above those of 1923. 


IRON PRODUCTION 


PER MONTH 


oF Tons 


TTO 


PER MONTH 
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Consumption of domestic and foreign cotton by American mills. Decline in price of raw cotton to below 30 cents per pound, notwithstanding short 
supplies, causes slackening of trade in finished goods, and some curtailment by mills in New England and the South. 


THousanps OF Cars 
PER MONTH 


Automobile manufacturers break all previous records and expect output this year of 5,000,000 passenger cars and trucks, compared with 4,012,873 
in 1923. About 9 per cent of the total is for export. 


MILLIONS OF DoLLars 
PER MONTH 


Mi.uions or 
PER MONTH 


Exports of merchandise are well maintained, with volume above that of last two years. Further gains are looked for as a result of the growing 
import trade and the expected settlement of the foreign situation. 
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at about 90 per cent of capacity are aecompanied by slightly easier prices and little forward buying. 
for corresponding period and point to a record year if not checked by rising material prices. 
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Analysis of a Customer’s Account 


By JAMES H. KENNEDY 


Manager, Transit Department, Philadelphia National Bank 


Soundest Basis for Figuring Overhead Costs. 


Segregating Definite Expenses into Units. 
for the Small Account. 
the Final Totals. 


ANKERS are no longer satisfied to 
know that they have made a profit 
in the aggregate on their operations. 
They also want to know from 

where the profit came and how it arose. In 
order that the source of profit may be known 
it is also essential to have the source of 
losses reflected. While losses will naturally 
creep into any business the reason must be 
located and the situation remedied if pos- 
sible. 

Bankers rightfully want to know the ac- 
counts on their books which are desirable 
and also those which are otherwise. The 
old theory, “Total expenses to total de- 
posits,” is not clearly indicative of facts and 
does not render a sound conclusion. It may 
be that a depositor keeps a good book bal- 
ance and on its face the account may seem 
desirable, but when all the costs, incidental 
to handling the account, are considered, it 
may reflect a loss. So even in bank accounts 
all that glitters may not be gold. 

If a customer deposits a sum of money 
which the bank may call its own, tempo- 
rarily, pays the depositor as desired, and in 
the meantime invests a portion of it, the 
bank naturally derives a distinct advantage. 
It is not all profit, however, because there 
must be taken into consideration not only 
the direct expenses but also the cost of keep- 
ing the loaning machinery in operation. The 
deposits of accounts may not consist of cash 
or available credits but may be in the form 
of a credit which must be converted into 
cash before it can be loaned. Therefore, 
proper analysis of each account must be 
made to determine the result. 

The bank performs a real service to its 
depositors. Let us consider just what a bank 
does for a depositor, besides lending money. 
It receives funds as cash or items for collec- 
tion. The deposits may be money, checks, 
or other instruments of credit. The money 
is kept safely and the other items are con- 
verted into money, in many instances with- 
out cost to the depositor. It furnishes re- 
ceipted vouchers with statements, often 
makes up a pay-roll, furnishes cash in such 
form as requested, guarantees that the party 
to whom checks are payable have received 
the funds, warrants not to pay forged 
checks, furnishes credit information, as well 
as performs many other acts too numerous 
to mention. The value of a bank’s service is 
frequently forgotten or unappreciated. 


Small Checking Accounts 


N view of the above facilities which a 
bank offers, it does not seem unreason- 
able or unjust to ask a depositor to maintain 


a balance commensurate with the service 
rendered. The bank is under the expense of 
performing the various duties and it is nat- 
urally worth something to a depositor to 
have them done. In the competition for 
business and the tendency of depositors to 
ask interest on balances, banks have been 
paying interest or allowing excessive rates 
on accounts too small to earn interest cred- 
ited. In some instances banks have built up 
a deposit line and lost in net income. A bank 
cannot charge for every service rendered, to 
do so would invite competition, but there is 
no doubt that it should be compensated for 
the valuable and steady services which are 
necessary to keep the account of a customer. 


1,000 Small Accounts 


ANY institutions have 1,000 or more ac- 

tive checking accounts which carry an 
average balance of $200 or less. Consider, if 
you please, the proportionate increased over- 
head costs, such as salaries, stationery, post- 
age, etc., that would be required if the same 
ratio of average balance existed against the 
total deposit liability of a bank. An institu- 
tion with $2,000,000 in deposits would have 
10,000 accounts, while a bank with a deposit 
line of $50,000,000 would have 250,000 ac- 
counts. 

Some banking institutions have adopted 
a rule to charge a nominal fee if the balance 
averages less than a fixed amount. In such 
cases the institution has decided, by esti- 
mate or careful investigation, that an account 
is unprofitable unless the stipulated average 
balance is maintained. This rule is most 
always made discretionary as it necessarily 
must be, for many small accounts are in the 
nature of an accommodation or a courtesy 
to those connected in some way with an 
account carrying large balances. This sys- 
tem of penalizing small accounts with a 
fixed fee is not altogether fair, since each 
small account is charged with a like amount, 
regardless of the activity shown or the bal- 
ance maintained. Suppose the rule were 
to charge $1 per month to an account show- 
ing an average balance of $200 or less. The 
account with a $50 balance would pay the 
same as an account with $195, even though 
the activity in each account was identical. 
Whenever possible the best policy would be 
to charge the actual loss reflected after a 
proper analysis. Under this system the de- 
positor would receive the benefit of every 
advantage and would be discouraged from 
issuing an unnecessary number of checks. 

The functions of the Analysis Depart- 
ment are to determine the profits or losses 
in each account. Cost accounting properly 
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The Plan for 


Service and the Fee 
Method of Procedure Followed With 
Much Preparatory Work Will Be Necessary. 


applied is the acid test of analysis and 
will reflect figures which are interesting 
and sometimes rather startling. An account 
carrying a large balance is just as apt to 
show a loss as a small account. An instance 
was cited of a case in a large city bank 
where an account maintained an average bal- 
ance of $500,000 and deposited 1500 checks 
daily. The ordinary analysis reflected that 
the income derived from the balance carried 
was sufficient to offset the expenses in the 
way of interest, outstanding time and ex- 
change. The total deposit line of the in- 
stitution in question was $100,000,000, and it 
is interesting to consider that if all their ac- 
counts showed the same activity propor- 
tionately, 630 extra employees would be re- 
quired to handle the activity end of the 
business. 

The soundest basis for figuring overhead 
costs is the plan of segregating all or a 
part of certain definite expenses into the 
following units: 

Activity—Relation of certain activity costs 
to the number and kind of items handled. 

Size or Loan Costs—Ratio of cost of in- 
vesting the institution’s funds to each $1,000 
on deposit. 

Account or Number Costs—That portion 
of expense attributable to each account as 
an account. (That is, one account in a 
number of accounts.) 

Special Service.—These charges are more 
or less certain in their nature and easily 
attributable to the account occasioning them 
—such as cost of special check books, cost 
of delivering payrolls, etc. 

This method of separation was originally 
suggested by the Federal Reserve Bank of 
New York in a booklet published in 1918. 

Considerable preparatory work in cost 
accounting is necessary in order to give the 
results required. It is advisable to calcu- 
late the overhead costs of all the other 
branches of activity when preparing the 
figures in the above-mentioned units, In 
an ordinary sized institution the best plan 
would be to head up columnar sheets as 
indicated below and allocate the various 
charges under the proper captions. This 
procedure is accomplished by going over the 
expense register and the salary book of the 
previous year and distributing the various 
charges encountered, in the best manner 
that judgment indicates. Some difficulties 
will present themselves in this distribution. 
The results obtained, however, will be suffi- 
ciently accurate to satisfy oneself that a 
sound .conclusion has been reached with 
respect to the account analyzed. Continued 
experience with this arbitrary determination 
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will no doubt bring forth some slight modifi- 
cation. 


Capital, Surplus ang Profits 


bit 
Credit 


Checking Accounts 
Collections 


Special Services 
Size 


Number 

Savings and Certificates of Deposits 
Christmas Club 

New Business and Publicity 
Foreign 

Trust and Title Department 

Real Estate Department 

Safe Deposit Vaults 

In large institutions it may be necessary 
to begin by heading up columnar sheets for 
each and every department or branch of 
activity, treating each officer and his stenog- 
rapher as a separate unit, adding as many 
extra columns as necessary and allocating 
in the divisions of the various administration 
costs. With this additional data the final 
distribution of the figures is made less diffi- 
cult. 

Some institutions separate the cost of han- 
dling the various classes of cash items de- 
posited, such as Clearing House, Runners 
and Transit—and arrive at the total cost 
of each of these separations. It is altogether 
possible to do this, but it is not practical to 
segregate each class of items in each depos- 
itor’s account. The less complicated the 
analysis, the better it is; and too much detail 
will defeat the purpose for which the analy- 
sis is intended. It is for this reason that 
the divisions in this article are made only 
for Activity. Debit (meaning all classes of 
debits against a depositor’s account) and 
Activity Credit (meaning all classes of 
checks deposited or credit entries into a 
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depositor’s account other than collection 
items and own checks), 


Placing the Larger Items 


N view of the fact that conditions in each 

institution are somewhat different, I will 
not try to interpret the divisions of the ar- 
bitrary determination in every general ex- 
pense or salary account, but will endeavor to 
explain how some of the larger items should 
be placed. 

Officers’ Salaries. The proportion must 
be judged by the character of business and 
the number of officers. The general rule to 
be followed is that officers’ salaries be ap- 
plied each branch of the business according 
to their value to that branch. The salary of 
officers, dividing their time between several 
or all activities, should be apportioned on 
a time basis. 

Employees’ Salaries. The division should 
be made on a time basis. The time spent 
in handling items goes with activity. The 
total salaries of some departments can in 
many instances be determined easily, for 
instance, Transit Department — Clearing 
House to Activity Credit; Collection De- 
partment to Activity Collection; Bookkeep- 
ers to Number column; Watchman to Size 
column, etc. 

Light, Heat, Rent, Real Estate Taxes, 
Depreciation on Building. Separation should 
be made to various divisions according to 
space occupied. Since a maximum force is 
necessary to handle active accounts, the 
final distribution should be approximately 
two-thirds into activity and one-third into 
number. 
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An analysis card which shows the profit or loss on accounts 


Stationery, Printing, Supplies, Telephone 
and Telegraph. The division should be 
made according to consumption. In an or- 
dinary institution the final distribution should 
be three-fourths into activity and one-fourth 
into number. 

Bad Debts and Losses. In most instances 
these items should be charged to Size. 

Advertising. One-third to department re- 
ceiving the benefit therefrom and two-thirds 
to Publicity. 

Depreciation. Furniture and fixtures and 
equipment to Activity used by branches 
handling items—Vaults to Size, the balance 
going to Number. 

When the final totals of the detailed 
summary have been made, it would be a good 
policy to review the figures with the officer 
or department head interested, since they 
are naturally affected by the decision made. 
With the detailed statement completed, the 
next step is to distribute the totals on the 
final recapitulation sheet under the proper 
captions, as your best judgment indicates. 
A count should then be made of the follow- 
ing: 

(a) Total number of checks deposited (excluding 
own items). 

(b) Total number of checks charged to Deposi- 
tors’ Accounts. 

(c) Total number of City, Cash Col- 
lections and Coupons. 

(d) Total number of Checking Accounts. 

(e) Total number of Savings Accounts, Certifi- 
cate of Deposits, Christmas Fund Accounts. 

(f) Ascertain the average amount of all Loans 
and Investments. 

(g) Ascertain the average yield on all Loans and 
Investments. 

(h) Ascertain the amount of interest earned on 
balances with other banks. 

Divide total of (a) into the total outlay 
indicated on the final recapitulation sheet 
under the caption “Activity Credits.” Di- 
vide total of (b) into total indicated under 
caption “Activity Debits” and in a like man- 
ner should (c) be divided by the total shown 
under “Activity Collection.” The result 
in each case giving the per unit cost of han- 
dling each class of items. Divide the total 
of (d) and (e) into the total of “Number 
Costs” giving the cost of handling each ac- 
count for a given period. The average 
amount of all Loans and Investments (f) 
can then be divided into the total amount 
shown in the “Size Column” on the recapitu- 
lation sheet, arriving at a cost per M for 
investing the institution’s funds. 


Country, 


Reserves 


HILE the state and national laws in- 

dicate the percentage of reserve re- 
quired against the deposits, banks and trust 
companies must in almost all instances carry 
an additional amount of funds over the legal 
requirements because of various reasons. 
For instance, a member of the Federal Re- 
serve system cannot treat cash as reserve— 
credit balances are maintained with other 
banks for collection services rendered—extra 
cash is sometimes held in view of the na- 
ture of certain accounts or for payroll pur- 
poses. In view of this condition, the actual 
reserve carried is usually 50 per cent to 100 
per cent higher than the legal requirements. 
The reserve figures are easily ascertained, 
however, by combining the account, Re- 
serve, Cash and Due from Banks, etc., and 
figuring the ratio of the total to the average 
deposits, of course taking into consideration 
the lower reserves required on time depos- 

(Continued on page 687) 
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Brazil Seeks to Put Her House in 
Financial Order 


By G. BUTLER SHERWELL 


British Financial Experts, at Invitation of President Bernardes, 
Consider How General Plan for Restoration May Be Carried 


Out. 


Relations. 


HE announcement made at the be- 

ginning of last December that a 

British Financial Mission would sail 

for Brazil caused a great deal of 
comment both favorable and unfavorable 
in European and Latin American countries. 
In the United States, however, it appears 
that the matter has been given only slight 
attention. An analysis of the Brazilian sit- 
uation and the purposes of the British Mis- 
sion will disclose the true importance of 
the visit from the American investment and 
commercial point of view. 

The first point to consider is that the 
Commission was actually invited by the 
Brazilian Government. In an official state- 
ment made public at the end of- last No- 
vember, it was stated that the wish of the 
Brazilian Government was to carry out a 
general plan of financial restoration for 
Brazil and to give the greatest national de- 
velopment to cotton, iron, petroleum, coal 
and other products, as well as to bring about 
banking reorganization from the point of 
view of exchange. Among the party which 
left London on Dec. 14 are Edwin Samuel 
Montagu, who has been parliamentary sec- 
retary to both the Chancellor of the Ex- 
chequer and the Prime Minister; Sir Charles 
Stuart Addis, director of the Bank of Eng- 
land; Hartley Withers, editor of The Econo- 
mist; Sir William McLintock; G. E. Franey 
and M. C, Fartado. 

As to the purpose of the Mission, the 
Monitor Mercantil, a semi-official financial 
weekly of Rio de Janeiro, states that it was 
the outcome of Brazilian Government pro- 
posals to contract a loan for the consolida- 
tion of the floating debt of the country, 
amounting to 1,400,000 contos of reis (about 
$168,000,000 at current rate) and later to ne- 
gotiate a new funding operation, in view of 
the fact that the conditions of the country 
will prevent the Government from redeem- 
ing its external debt in 1927. 


Brazil in Financial Crisis 


RAZIL is in the grip.of a very serious 
financial crisis, and the gravity of the 
situation has been recognized by President 
Bernardes, who seems to have placed the 
blame for it upon the shoulders of the pre- 
vious administration, headed by President 
Pessoa, as evidenced by a lengthy statement, 
along these lines, published in the Rio de 
Janeiro press on Oct. 20, 1923. 
It is evident that Brazil does not require 
experts to solve its financial problems. The 


economists of the country know where the 
trouble lies and the manner of correcting 
it. It is an established fact, however, that 
in certain Latin American countries progress 
in all its forms is greatly hindered by the 
activities of political groups which find a 
convenient way for agreement among them- 
selves in the judgment or opinion of foreign- 
ers. Extravagance has been at the bottom 
of the Brazilian financial troubles for a long 
time past. The mission will undoubtedly 
recommend wholesale reduction of expendi- 
tures by the Federal and the state govern- 
ments, but judging from previous efforts 
in that direction just how far this will be 
carried is likely to depend more on the 
political influences than on the recommenda- 
tions of the experts. The mission, how- 
ever, will have an opportunity to study some 
of the vital problems now affecting Brazil, 
besides those of mere extravagance. Such 
are, for instance, the problem of coffee 
valorization, which will be discussed later 
in this article, the proposed hypothecary or 
agricultural credit bank, custom tariffs, bud- 
get deficits, the bank of issue, public debt, 
balance of trade, taxation and, most impor- 
tant of all, the stability of exchanges and the 
effects of political influences on the finances 
and economics of Brazil. The result of this 
visit as foreseen by the paper above quoted 
may be the granting to Brazil of a loan to 
consolidate its current floating indebtedness. 


British Called In Before 


HIS is not the first time that a British 

financial mission comes into direct con- 
tact with Brazil trying to understand the 
true condition of its finances and resources. 
The situation which is at present facing the 
country is parallel to that which prevailed 
at the close of the Civil War. The Tootal 
Mission at that period endeavored to for- 
mulate the necessary measures for economic 
reorganization. Furthermore, Brazil on two 
different occasions has found it convenient 
to fund its indebtedness. Those occasions 
were of similar character to the present. 
These loans were made on the following 
terms: 

1898 Funding.—£7,845,680 5 per cent fund- 
ing bonds of £1,000, £500 and £20 each, out- 
standing amount of £8,613,700. This was 
the amount issued of the funding loan of 
£10,000,000, authorized to meet interest on 
various loans and the railway guaranties for 
a period of three years from July 1, 1898. 
The loan was specially secured on the Rio 
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Probable Effect of Mission’s Activities Upon American 


The New Bank of Issue. British Investment. 


de Janeiro customs revenues, and is further 
secured on the customs revenues of the other 
ports of Brazil, should the Rio customs at 
any time prove insufficient. The engage- 
ments in respect of this loan have been regu- 
larly met, and the issue is not affected by 
the funding scheme of 1914. 

1914 Funding.—£14,502,396 per cent fund- 
ing bonds of 1914, the total authorized being 
£15,000,000. This loan was created for the 
purpose of providing for the coupons of all 
previous loans, with the exception of the 
5 per cent funding loan of 1898, and the 5 
per cent loan of 1903, together with four 
French loans and the two loans of the Cia. 
Lloyd Brasileiro, while the Government re- 
served the right to apply £2,500,000, out of 
the £15,000,000, during the three years ended 
July 31, 1917, for the railways and port 
works having a distinct guaranty in gold. 

Brazil’s financial troubles, ef which so 
much has been said lately, have been an 
outstanding topic in the investment circles 
of London and to a lesser degree in this 
country. The admission that the budget for 
1923 did not balance and that, in spite of 
the imposition of increased duties and the 
levying of new taxation, the 1924 budget 
will not balance, has created a. considerable 
amount of depression. It has been current 
gossip for some time that attempts have 
been made to obtain financial assistance in 
the New York market, but American in- 
vestors were not enthusiastic over the pro- 
posals. 


The Present Problem 


T must be recognized, however, that the 

present Government assumed office only 
to find itself in a great economic difficulty, 
and that recommendations for past errors 
are valueless and explanations do not help 
matters in a practical way. The subject 
as to how the money was spent may be a 
good political issue, but the problem at pres- 
ent is how to remedy the situation. New 
York, apparently, has decided not to under- 
take the task, while London has foreseen 
the advantages which an arrangement such 
as they propose to make will bring to British 
commerce and finance. 

Although the United States will unques- 
tionably be benefited by any change along 
the lines of financial readjustment, Great 
Britain enjoys at present a magnificent 
chance to study the situation with a view 
to obtaining the largest share in the economic 
and trade development of Brazil, which its 
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natural resources favor to the greatest ex- 
tent. 

Before entering into the consideration of 
the different financial problems which be- 
set Brazil at present, it is important to in- 
quire briefly into the economic developments 
in that country during the past year. 


The Situation Improves 


OLITICALLY, the year 1923 opened 

with chaos and, notwithstanding the ef- 
forts of the Government to bring about a 
satisfactory solution, signs of improvement 
were not evident until the end of November, 
with the termination of the revolution in 
Rio Grande do Sul. 

Economically, one of the outstanding fea- 
tures was the conversion of the Bank of 
3razil into a bank of issue. Great hopes 
had been centered in the success of this in- 
stitution in the stabilization of exchange, 
but at the end of the year it was plainly 
seen that the bank had failed to fulfill the 
purpose of serving as a basis for currency 
reorganization. The total currency issues 
amounted to over 300,000,000 milreis, guar- 
anteed by the gold reserve of £10,000,000, 
turned over by the Treasury to the Bank 
of Brazil and by Treasury notes, and not 
by commercial paper in accordance with 
the stipulations of the law. The total paper 
circulation has been, therefore, greatly in- 
creased with the consequent disastrous ef- 
fect in the condition of the exchange. The 
year opened with milreis at about 11.38 cents 
and fell continuously throughout the year, 
reaching the lowest point in November with 
an average of 8.76 cents per milreis and re- 
acting slightly in December. (The par value 
of the milreis is 54.62 cents.) 

According to recent estimates the foreign 
trade of Brazil during 1923 will show a fa- 
vorable balance of some £20,000,000. A part 
of this amount, however, will be applied 
towards the payment of £4,000,000 borrowed 
by the Government from the Bank of Brazil 
for coffee purchases, and cannot, therefore, 
benefit the country at large. Invisible ex- 
ports of capital, however, are calculated at 
£30,000,000, thus leaving in reality an un- 
favorable balance against the country of 
about £14,000,000. 
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Public Debt 


“To latest official figures released by the 
Brazilian Government in connection with 
the public debt were published as of the end 
of 1922 as follows: 

(1 :000$000 = 1 contos. 1$000 = 1 milreis.) 


Loans and their Application 
Issue 


1883 


1888 
1889 
1895 


1898 
1901 
1903 
1906 
1908 


1910 
1910 


To improve railroads, water supply to Federal 
and other works 
1871, 


Conversion of 1863, 1875 e 1886 loans 


guarantee of the Federal Government 

Funding Loan 

Redemption of Railways rescission bonds 

Improvement of Rio de Janeiro harbor 

Lloyd Brasileiro 

Improvement of the water supply to Federal 
and construction of Federal railroads 


Lloyd Brasileiro 


de Minas and State of San Paulo loans 
Rio de Janeiro Harbour 
Viagao Carense 
Pernambuco, Paranagua e 


1911 
1911 
1913 


1914 


Corumba 


Funding Loan 


Recife harbour 


Itapura a Corumba Railway 


Goyaz Railway 

Viacgao Bahiana 

Goyaz Railway—Decree 12.183, 
June 28, 1917 


Treasury engagements 
Electrification of Central Railway 


Construction of Federal railways and additional lines. . 


Companhia Estradas de Ferro Oéste de Minas—under 


Conversion and redemption of Estrada de Ferro Oéste 


a harbours 
construction of Brazilian Western Minas Railway.... 
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Brazilian Government, showing the status of 
the debt as of Dec. 3, 1923. These figures 
as given below do not include the £9,000,000 
loan of 1922 for coffee valorization purposes. 

During 1923 two additional loans, aggre- 
gating $2,500,000, were floated for the 
states of Maranhao and Sergipe. 


Nominal 
Value 


In Brazilian 
Currency at 
the exchange 
of 27D. 
In Milreis 
24,116:444 
37,094 :222 
155,273:777 


61,563:555 
68,855 :799 
100,410:311 
68,427 :555 

1,871:111 


16,350:222 
8,888 :888 


86,822:222 
35,936 :888 
21,333 :333 


97,777 :777 
128,910:191 


913,632 :302 


Outstanding 


£ 
4,599,600 
6,297,300 
19,837,000 


7,442,000 
8,613,717 
16,619,320 
8,500,000 
1,100,000 


4,000,000 
1,000,000 


10,000,000 
4,500,000 
2,400,000 


11,000,000 
14,502,396 


120,411,334 


District 


2, 
4, 
17,468, "300 
6, 
1, 
7, 


925,900 


District 
1,839,400 
1,000,000 


9,767,500 
4,042,900 
2,400,000 


11,000,000 
14,502,396 


102,783,634 


and 


Frs. 
40,000,000 


98,785,000 


98,464,500 
60,000,000 


25,000,000 
322,249,500 


Frs. 
40,000,000 
100,000,000 


100,000,000 
60,000,000 


25,000,000 


14,120:000 
34,871:105 


34,757 :968 
21,180:000 


8,825 :000 
113,754:073 


30-8 1916 and 12.530 


325,000,000 


84,298:324 
44,558:300 


$128,856 :625 


$46,039,500 
24,335,500 


$70,375,000 


$50,000,000 
25,000,000 


$75,000,000 


Recapitulation of outstanding balances: 


Total in gold milreis 


913,632:302 
113.754:073 
128°856:625 


1,156,243:000 = $631,308,678 


102,873,634 
322,249,500 
70,375,000 


Annual Expenses Incurred with the Public Debt 


Interest on foreign debt, amortization and commissi 
Interest on bonds sees 
Tnterest on Treasury obligations at 7 per cent 


Interest on the debt to the Savings Bank of Rio de Janeiro 


ons 219.804 :933$274 


72.335 :844$000 
8.938:650$000 
6.425 :000$000 


307.504 :427$274 


The most recent foreign debt figures of 
Brazil ‘were recently made public by the 


Foreign Debt: 


Foreign loans 
Internal Debt: 
Consolidated: 
Bonds . 


Floating: 
Rio de Janeiro Savings Bank.. 
In several banks, notes and current accounts 


Paper currency in circulation, 


including re- 
eemable notes of the 


Rediscount Depart- 


£140,017, 631-0-0 


Paper Currency 
Exchange at 8d. 
4.200.524: £729$470 


1.447.400 :400$000 
127.695 :000$000 


128.500 :000$000 
734.508 :601$804 


863.008 :601$804 2.438.104:001$804 


6.638.628 :731$274 


2.226.275 :997$000 


Foreign Debt 


British loans: 


On Dec, 31-1921 
1922 Issue—7.5% 


In Circulation 
£102.930.834-0-0 
9.000.000-0-0 


£111.930.834-0-0 


American loans: 
On Dec. 31, 


$49,403,000.00 
1922 Issue—7% 


25,000,000.00 
$74,403,000.00 


French loans: 


On Dec, 31, 1921 Fr. 332.249.500.00 


Annual Interest 
£4.657.597-2-2 
675.000-0-0 


£ 5.332.597-2-2 


Commission 
£ 46.922-4-11 
6.750-0-0 


£53.672-4-11 


Amortization 
£77.900-10-0 


£77.900-10-0 


$3,899,740.00 
1,750,000.00 


$5,649,740.00 


$2,625,000.00 $143,998.00 


17,500.000 
$161,498.00 


Fr. 14.527.830.00 Fr. 108.958.65 


The above table gives a clear although in- 
complete picture of the seriousness of the 
situation. It does not include the deficit for 
1922 which has been estimated at over 240,- 
000,000 milreis, or the deficit for 1923 which 
has been estimated by the Brazilian Congress 
at 73,112,000 milreis. A better idea of the 
size of the debt problem may be obtained 
from the fact that the 1924 budget gives to 
the Treasury Department the amount of 
551,784,999 milreis against a total budget of 
1,353,078,508 milreis, or over 40 per cent of 
the total. Brazil, therefore, is at this writing 
(March 1) facing a funding operatien of 
about £14,000,000 with money markets re- 
luctant to negotiate, a public debt service 
which uses over 40 per cent of the reserves, 
and a floating debt of over 700,000,000 mil- 
reis. This latter point will perhaps occupy'a 
great deal of the attention of the mission. 
The funding of a debt of that size will have 
to be made on a large and permanent basis 
and the recommendations of the mission will 
undoubtedly be along the lines of the great- 
est economy in expenditures; a revision of 
the tax system; the suspension of certain 

(Continued on page 683) 
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Some of the Major Problems 


By JAMES E, CLARK 


MOST remarkable letter was that 
of Secretary of Commerce Hoover 
to Senator Capper in which he 
names nine commodities (the prices 

of which enter into the cost of living of all 
the people of the United States) as being 
controlled by combinations in foreign coun- 
tries and, therefore, out of reach of our 
laws. By virtue of this condition the 
people of this country in one period paid 
$100,000,000 in excess prices on the single 
item of sisal, employed in binder twine and 
largely used by our farmers. 

The list of imported raw materials essen- 
tial to our industries and under control of 
foreign combinations in restraint of price or 
distribution is: 

“Sisal for binding twine is controlled 
through a combination of producers rein- 
forced by legislative action of the Yucatan 
Government. 

“Nitrates and iodine are controlled through 
a British selling agency and reinforced by 
export duties in Chili. 

“Potash is controlled by combinations of 
German producers, 

“Crude rubber and gutta percha are con- 
trolled by partly legislative and partly vol- 
untary combination of producers in the 
British and Dutch colonies. 

“Quinine is controlled by combination of 
Dutch producers. 

“Tin is controlled by combination of Brit- 
ish producers. 

“Mercury is controlled by common selling 
agency of Spain and Austrian mines. 

“Coffee is controlled by the Government 
of Brazil. 

“Quebracho (for tanning purposes) is 
controlled by combination of producers and 
foreign manufacturers.” 

It has been conceived that if the people of 
the United States purchased these raw mate- 
rials, not as individual importers or as in- 
dividual manufacturing concerns, but pur- 
chased en massé, or cooperatively, then we 
would be in position to make better bar- 
gains for these raw materials. As our 
laws now stand such proposed joint action 
is not legally possible, but the Secretary 
here offers a suggestion for the amendment 
to the laws which would open the way for 
better buying methods: 

“Tt is our conclusion,” he says, “that some 
relief can be reached legislatively. Our ex- 
porters and manufacturers are permitted by 
the Webb-Pomerene Act to undertake joint 
selling agencies abroad under certain restric- 
tions. If by an extension of this act our 
consumers were allowed to set up common 
purchasing agencies for these imported raw 
materials, where there is positive combina- 
tion in control, I am confident that our 
people could hold their own in their dealings 
with such combinations. The danger of 
such common purchasing agencies attempt- 
ing to make improper prices against our 
buying public could be met by provision in 
the act to include proper assurance that all 
consumers who wished to participate would 


be allowed to act through such common 
buying agencies with full equality of treat- 
ment, that such agencies would not be con- 
ducted for profit in themselves, and any 
other necessary restrictions. You already 
have before you a legislative suggestion of 
this order which I believe can be simplified 
into amendments of the Webb-Pomerene 
Act.” 

So much faith is being placed in coop- 
erative marketing here at home that co- 
operative buying from people overseas seems 
to be in order for careful legislative consid- 
eration. Great Britain’s immense coopera- 
tive merchandise concerns are suggestive 
of what might be done in the manner pro- 
posed by the Secretary of Commerce. 

In 1923 the total value of imports of raw 
materials in the foregoing nine classes was 
$525,000,000. If savings effected under the 
proposed plan were reflected in prices to 
the ultimate consumer, the distribution of 
benefits on this unique list would be prac- 
tically nation-wide. 


A Sop to Justice 


F they are to be effective, if they are to 

accomplish their objects, penalties for in- 
fractions of the law must be delicately ad- 
justed. 

Changing times, however, may throw pen- 
alties entirely out of adjustment for the pur- 
pose originally intended. There was a ter- 
rible example of this in England in the 
times when there were over one hundred 
offenses punishable by death, and some of 
those offenses were indeed trivial according 
to present standards. The number of ex- 
ecutions conducted publicly are thought by 
many writers to have lent an attraction to 
crime instead of being the absolute deter- 
rant that the legislators intended severe 
penalties to be. 

There was another terrible example of 
this in France during the vogue of the 
guillotine, when the operation of that cruel 
instrument became to some perverts a fas- 
cination leading them on to self-denunciation 
and death by its blade. 

In our own time and our own nation per- 
haps we have reached the other end of the 
pendulum’s swing. The testimony of a 
motion picture producer before a Senate in- 
vestigation committee, if accurate, is sugges- 
tive of the inadequacy of fines in enforcing 
laws. If Mr. Quimby’s testimony is correct, 
then part of a general plan to circumvent 
the law against transportation from state 
to state of pictures of a prize fight was to 
accept conviction, pay a fine, and then go 
blithely on in violation of the law. For 
the fine, respectably-sized as it read in the 
newspapers, appears after all to be an easily 
paid sum, perhaps even a.very small sum 
compared with the profits accruing from the 
transgression of law which the fine was sup- 
posed to stop and to punish. This is merely 
a sop to justice. 

The fine in such cases is nullified because it 
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comes from illegal profits of great size, and 
therefore is entirely stripped of its originally 
intended character of a penalty and a punish- 
ment. The sop is born of a contempt of the 
law, and a contributing cause is the general 
tendency to be overawed by evidence of 
prosperity, accompanied by an aversion to 
inquiry as to whether or not one’s money 
is free from taint. 

Laws for the protection of the funds of 
banks would be without teeth if thieves were 
allowed to pay fines and go free, for then 
the far-seeing thief might by theft make 
early provision for throwing the sop to 
justice. 

Banking laws protect our money and se- 
curities, but there are other laws protecting 
other things as important, such as character, 
life, and health, over which a loose and 
easy-going public opinion does not think it 
worth while to concern itself. 


The Monopoly of the Air 


ITHOUT regard to the merits of any 

particular issue that may be before 
the courts in the matter of wireless rights, 
the whole public is concerned over any 
proposition which shall direct!y or indirectly 
lead to the control of the air insofar as 
the transmission of wireless messages are 
concerned. For here is a field of science 
in which the present advances foretell other 
advances and discoveries that may on the 
morrow touch every life, and in the touch- 
ing influence commodity values, and means 
and methods of business, just as the tele- 
phone, springing out of the unknown of yes- 
terday, is now one of the necessary tools of 
every workshop. 

Getting back to the early days of the 
telephone, it might then have appeared to be 
a just and reasonable proposition that every- 
one should have the right to own his own 
telephone and wires for the enjoyment of 
this new discovery. Just patent laws in- 
tervened and experience has given us a better 
vision and a wider enjoyment of the use 
of the telephone. 

With the advent of wireless, science has 
thrown off the limitations of a constructed 
highway for the transmission of voice and 
code, and now there are occasional daring 
glimpses of a time and a condition when 
man may communicate with man wherever 
he may be—providing, however, someone 
does not get a monopoly of the air. 

The use of the air in this case is not 
analogous to the use of the seas. On the 
seas there is room for all ships. The pas- 
sage of one vessel does not interfere with 
others. 

Yet nations strove for maritime monopo- 
lies, and it was even contended that one 
nation might cede the sea to another as the 
right to control the land is handed back 
and forth. That idea has passed away and 
the freedom of the seas is an accepted prin- 
ciple with, however, a list of exceptions 

(Continued on page 651) 
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Payment by Drawee Bank’s Check 


By THOMAS B. PATON, GENERAL COUNSEL 


HE Supreme Court of the United 

States on Feb. 18, 1924, handed down 

a decision in the case of Federal 

Reserve Bank of Richmond vs. Mal- 
loy, which has caused widespread concern 
in banking circles. Under the rule an- 
nounced, although a collecting bank may be 
authorized in a particular case to send a 
check direct to the bank upon which it is 
drawn, it has no implied authority to re- 
ceive in return the drawee’s draft in place 
of money, and if loss results by reason of 
the drawee’s failure and the non-collectibility 
of its draft, such loss must be borne by 
the collecting bank and not by the owner 
of the item. 

While under the old common law rule the 
courts quite generally hold it negligent on 
the part of collecting banks to forward 
checks by mail direct to the banks upon 
which drawn, the practice of so doing has, 
in recent years, been sanctioned in many 
states by permissive statutes, and collecting 
banks also derive authority to send direct, 
by express stipulations on the deposit slips 
of customers and on letters of advice to 
correspondents. But notwithstanding a col- 
lecting bank is authorized in a given case 
to send direct, the right so to do carries no 
implication of authority, the Supreme Court 
holds, to take anything but money in pay- 
ment, and in the case before the court the 
acceptance of the drawee’s own draft, in- 
stead of money, was found not justified by 
an uncertain custom sought to be proved, 
to accept in return either the drawee’s draft 
or a shipment of currency. 


The True Theory 


S matter of fact, where there is author- 

ity to send a check direct to the drawee, 
as appeared to exist in this case, the drawee 
is thereby constituted an agent to collect the 
check from itself. There are many deci- 
sions which hold that in such situation the 
drawee occupies a dual relation, that of agent 
of the drawer to pay and that of subagent 
of the owner to receive payment and remit. 
It would seem, therefore, that the present 
case might have been decided differently on 
the theory that, when the drawee charged 
the amount to the drawer’s account, it paid 
the check to itself and collected the amount 
from itself in money, holding the money as 
collecting agent of the owner, and when it 
remitted therefor by its own draft, such 
act of remittance was not as paying agent 
of the drawer, but as collecting agent of the 
owner, and the default caused by the dis- 
honor of its draft was not a default of the 
Richmond bank but of a subagent of the 
owner, for which it alone would be respon- 
sible to the owner. Upon such theory there 
was no violation of the rule that a collect- 
ing agent has no authority to accept any- 
thing but money in payment of a check; 
the ultimate collecting agent or subagent 
was the drawee which collected this check 
in money but defaulted in making remit- 


tance. This would seem to be the true 
theory of the transaction, but so far as 
appears, it was not brought to the attention 
of, nor given considerati® the Supreme 
Court. 

Where a check is forwarded direct to the 
drawee in pursuance of authority, the most 
natural and convenient mode of remitting 
therefor, in the majority of instances, is by 
the drawee’s check. And if this cannot be 
done, except at the risk of the collecting 
bank, the only way to continue the practice 
with safety is for collecting banks to derive 
authority, by express stipulation, to take 
the drawee’s check in lieu of money. 

This decision of the Supreme Court is of 
such fundamental importance in the law gov- 
erning bank collections that the full text 
thereof is given below. 


Decision of Supreme Court 


M& JUSTICE SUTHERLAND deliv- 
ered the opinion of the court. 

“Malloy Brothers brought this action 
against the Federal Reserve Bank of Rich- 
mond in a state court, to recover $9,000, al- 
leged to be the amount of a check drawn 
to their order upon the Bank of Lumber 
Bridge, N. C. The case was removed to 
the Federal District Court for the Eastern 
District of North Carolina, where it was 
tried without a jury and judgment rendered 
for plaintiffs, 281 Fed. 997, which was 
affirmed by the Court of Appeals. 291 Fed. 
763. 

Facts of Case 


Check on North Carolina bank, deposited for 
collection by payee in Florida bank, transmitted 
through intermediate banks to Federal Reserve 
Bank of Richmond which forwarded it direct to 
drawee and received latter’s remittance draft, which 
was dishonored. 


“The check was drawn on Nov. 30, 1920, 
delivered to and received by plaintiffs and 
the amount credited to the drawer. It was 
properly indorsed and deposited with the 
Perry Banking Co. of Perry, Fla., for 
collection and credit, on Dec. 1. A credit 
card was delivered to plaintiffs upon which 
was printed: ‘Checks, drafts, etc., received 
for collection or deposit are taken at the 
risk of the indorser until actual payment 
is received.’ 

“A statute of Florida, then and ever since 
in force (Laws of Florida, 1909, c. 5951, p. 
146) provides as follows: 

“*That when a check, draft, note or other 
negotiable instrument is deposited in a bank 
for credit or for collection, it shall be con- 
sidered due diligence on the part of the bank 
in the collection of any check, draft, note 
or other negotiable instrument so deposited, 
to forward en route the same without delay 
in the usual commercial way in use accord- 
ing to the regular course of business of 
banks, and that the maker, endorser, guar- 
antor, or surety of any check, draft, note or 
other negotiable instrument, so deposited, 
shall be liable to the bank until actual final 
payment is received, and that when a bank 
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receives for collection any check, draft, note 
or other negotiable instrument, and forwards 
the same for collection, as herein provided, 
it shall only be liable after actual final pay- 
ment is received by it, except in case of want 
of due diligence on its part, as aforesaid.’ 

“The Perry Banking Company indorsed 
and transmitted the check to a bank at Jack- 
sonville, Fla., which, in turn, indorsed and 
transmitted it, on account of the Atlanta 
Federal Reserve Bank, to a bank at Atlanta, 
Ga.; and by the latter bank it was trans- 
mitted for collection to the Richmond bank, 
defendant herein, 

“On Dec. 10, 1920, the Richmond bank 
transmitted the check, together with several 
other small checks, to the Lumber Bridge 
bank for collection and return. The letter 
containing these checks, by regular course 
of mail, should have been received, and, so 
far as appears, was received, by the Lum- 
ber Bridge bank on Saturday, Dec. 11. On 
Tuesday, Dec. 14, the check in question 
was stamped ‘Paid’ and charged to the 
account of the drawer, and on the same 
day the Lumber Bridge bank transmitted 
to the Richmond bank its draft on the At- 
lantic Banking & Trust Company of Greens- 
boro, N. C., for the aggregate amount of 
the checks, including the one here in ques- 
tion. The draft was received by the Rich- 
mond bank on Dec. 15, and immediately for- 
warded to the bank at Greensboro for pay- 
ment. On Dec. 17 the Greensboro bank noti- 
fied the Richmond bank by wire that the 
Lumber Bridge bank did not have sufficient 
funds to its credit to pay the draft. There- 
upon the Richmond bank wired the Lumber 
Bridge bank that its draft had been dishon- 
ored and called upon it to make it good. 
The Lumber Bridge bank answered, prom- 
ising to do so. It failed, however, and the 
Richmond bank thereupon sent a representa- 
tive to Lumber Bridge, who reached there 
on the morning of Dec. 20 and demanded 
payment of the draft from the cashier of 
the Lumber Bridge bank. The cashier of 
that bank, after stating that it did not have 
sufficient funds to pay the dishonored draft, 
promised that steps would be taken to meet it. 

“On Dec. 21 the representative of the 
Richmond bank was informed that the dis- 
honored draft could not be paid, and on 
the same day the Richmond bank notified 
the Atlanta bank of the situation and this 
notice was promptly transmitted to the plain- 
tiffs. The amount of the check was thereupon 
charged by the Richmond bank to the At- 
lanta bank, which in turn charged the 
amount to its immediate correspondent and 
so on until it was finally charged back to 
the plaintiffs. 

“In view of the conclusion which we have 
reached, we find it necessary to consider but 
two questions: 

“1. Can the present action be maintained 
by plaintiffs, Malloy Brothers, against the 
Richmond bank? and 

“2. If so, did the failure of the Rich- 
mond bank to require payment of the Malloy 
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check in money, and its acceptance of what 
turned out to be a worthless draft in lieu 
thereof, create a bility against it and 
in favor of Malloy Brothers for the amount 
of the loss? 


Payee’s Right to Sue Richmond Bank 

Under Florida rule, Richmond bank was subagent 
of and responsible directly to payee but Richmond 
bank not negligent in forwarding direct to drawee. 

“First. The state decisions in respect of 
the liability of a correspondent bank to 
the owner of a check forwarded for col- 
lection by the initial bank of deposit are in 
conflict beyond the possibility of reconcilia- 
tion. A number of states, following the ‘New 
York rule,’ so-called, have held that there 
is no such direct liability, but that the ini- 
tial bank alone is responsible to the owner. 
On the other hand, an equal, if not a 
greater, number of states following the 
‘Massachusetts rule’ have held exactly the 
contrary, viz.: that the initial bank, by the 
mere fact of deposit for collection, is au- 
thorized to employ subagents, who there- 
upon become the agents of the owner and 
directly responsible to him for their defaults. 
This court, in Exchange National Bank vs. 
Third National Bank, 112 U. S. 276, after 
reviewing the two lines of decisions, ap- 
proved the ‘New York rule.’ But the rule 
may, of course, be varied by contract, ex- 
press or implied. Id. 289. Here the rela- 
tions of the drawee to the initial bank of 
deposit are controlled by the Florida statute 
with respect to which it must be presumed 
they dealt with each other. This statute 
had the effect of importing the ‘Massachu- 
setts rule’ into the contract, with the re- 
sult that the initial bank had implied author- 
ity to intrust the collection of the check 
to a subagent and that subagent, in turn, to 
another; and the risk of any default or 
neglect on their part rested upon the own- 
ers. 112 U. S. 281. It follows that the ac- 
tion was properly brought against the Rich- 
mond _ bank, 

“Second. For the purposes of the case 
we assume the correctness of the decision 
below, holding that the Richmond bank was 
not negligent in sending the check directly 
to the bank on which it was drawn, and 
consider only whether the acceptance of 
an exchange draft, found to be worthless, 
instead of money, creates an enforceable 
liability. 


Acceptance of Drawee’s Check Negligent 

Collecting bank without authority to take drawee’s 
check instead of money and liable for resulting 
10SS. 

“Tt is settled law that a collecting agent 
is without authority to accept for the debt 
of his principal anything but ‘that which 
the law declares to be a legal tender, or 
which is by common consent considered and 
treated as money and passes as such at par.’ 
Ward vs. Smith, 7 Wall. 447, 452. The 
rule applies to a bank receiving commercial 
paper for collection, and if such bank ac- 
cepts the check of the party bound to make 
payment and surrenders the paper, it is 
responsible to the owner for any resulting 
loss. Fifth National Bank vs. Ashworth, 
123 Pa. St. 212, 218; Hazlett vs. Commer- 
cial National Banlz, 132 Pa. St. 118, 125; 
Bank vs. Bank, 151 Mo. 320, 329; Essex 
County National Bank vs. Bank of Mont- 
real, 7 Biss. 193, 8 Fed. Cas. No. 4532; 
Noble vs. Doughten, 72 Kans. 336, 351, 353; 
Anderson vs. Gill, 79 Md. 312, 317; Bank 
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of Antigo vs. Union Trust Co., 149 IIL. 
343, 351. It is unnecessary to cite other 
decisions since they are all practically uni- 
form. Anderson vs. Gill, supra, presented 
a situation practically the same as that we 
are here dealing with, and the Supreme 
Court of Maryland, in disposing of it, said: 

“*Now, a check on a bank or banker is 
payable in money, and in nothing else. Morse 
Banks & Banking (second edition), p. 268. 
The drawer having funds to his credit with 
the drawee has a right to assume that the 
payee will, upon presentation, exact in pay- 
ment precisely what the check was given 
for, and that he will not accept, in lieu 
thereof, something for which it had not 
been drawn. It is certainly not within his 
contemplation that the payee should upon 
presentation, instead of requiring the cash 
to be paid, accept at the drawer’s risk a 
check of the drawee upon some other bank 
or banker. The holder had a right to make 
immediate demand for payment upon re- 
ceipt of Anderson’s check, though she was 
not bound to do so. When her agent the 
Old Town Bank—the collecting bank being 
the agent of the holder—(Dodge vs. Free- 
man’s Sav. & Tru. Co., 93 U. S. 379) did 
make demand, it was only authorized to 
receive money (Ward vs. Smith 74 U. S. 
451); and the acceptance by the collecting 
agent of anything else rendered it as liable 
to the holder as though it had collected the 
cash.’ 

“Acceptance of the draft by the Richmond 
bank as payment of the Malloy check had 
the effect of releasing the drawer and there- 
fore materially altering the relations of 
the parties. Technically, there resulted a 
transfer of the drawer’s funcs and his right 
of action against the drawee bank; and 
previous rights and obligations between the 
owners of the check and drawer were su- 
perseded. It follows—this result having 
been brought about by the unauthorized act 
of the Richmond bank, standing in that 
transaction in the relation of agent to the 
owners of the check—that such owners are 
entitled to recover from the Richmond bank 
for the loss which they sustained, unless 
the case falls within some exception to the 
general rule. 

“And as to this, the Richmond bank says: 
(1) That its immediate correspondent, from 
whom it received the check, was bound by 
a regulation of the Federal Reserve Board, 
which authorized the method of collection 
pursued, and that, since that correspondent 
was the agent of the owners of the check 
in the transaction, they are likewise bound; 
(2) that the method was justified by a cus- 
tom, binding upon Malloy Brothers. We 
consider these contentions in their order. 


No Implied Authority to Accept 
Drawee’s Check 


Authority to send check direct to drawee does 
not carry implied authority to accept drawee’s 
check in payment. 

“1, The regulation relied on, so far as 
pertinent, is to the effect that a Federal 
Reserve bank will act as agent only in han- 
dling items for member and non-member 
banks, who are required to authorize ‘its 
Federal Reserve bank to send checks for 
collection to banks on which checks were 
drawn and, except for negligence, Federal 
Reserve banks will assume no_ liability.’ 
Regulation J(8) of 1920. This regulation, 
while it contemplates the sending of checks 
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for collection to the drawee banks, does 
not expressly permit the acceptance of pay- 
ment other than in money. It is insisted, 
however, that the authority to send checks 
to the drawee bank carries with it, by nec- 
essary implication, authority to accept a 
draft in payment from the drawee. We as- 
sume, for the purposes of the argument, 
that the obligation which the law imposes 
to collect only in money may be varied by 
a regulation, clearly and positively so pro- 
viding, although in terms it relates only to 
the banks inter se, upon the ground that the 
owner of the check is bound by the knowl- 
edge and consent of his subagent. But to 
justify an extension by implication of the 
terms of the regulation, it must be made 
to appear, at least, that the addition sought 
to be annexed is a necessary means to carry 
into effect the authority expressly given 
by the regulation. See First National Bank 
vs. Missouri, — U. S. —, decided Jan. 28, 
1924. It follows from this limitation upon 
the extent and purpose of implied powers, 
that a distinct and independent power cannot 
be brought into existence by implication 
from the grant of another distinct power. 
In other words, authority to do a specific 
thing carries with it by implication the 
power to do whatever is necessary to effectu- 
ate the thing authorized—not to do another 
and separate thing, since that would be, not 
to carry the authority granted into effect, 
but to add an authority beyond the terms of 
the grant, The authority expressed by the 
regulation is ‘to send checks for collection 
to banks on which checks were drawn’; the 
authority now sought to be annexed by 
implication is ‘to accept exchange drafts in 
payment,’ instead of money, as required by 
law. That neither is a necessary means 
of carrying the other into effect, is clear. 
Nor are they necessary to each other in the 
sense that they are corollary or dependent. 
Certainly a check may be sent for collec- 
tion to the drawee bank without entailing 
the necessity of remitting the amount in the 
form of exchange. Currency itself may be 
sent; and, as will appear presently, frequent- 
ly is sent. The first form of remittance, to 
be sure, is more convenient; but it is not of 
such necessity as to exclude the second on 
the score of impracticability. There is 
nothing to prevent the sending bank from 
requiring the drawee to remit currency as a 
condition upon which the check may be satis- 
fied and charged to the account of the 
drawer. We must not lose sight of the 
fact that we are here dealing with two dis- 
tinct rules of law, both of which are sought 
to be avoided: (a) that which forbids a 
bank having paper for collection to use 
the drawee bank as a collecting agent; 
and (b) that which forbids a collecting 
agent accepting anything but money in pay- 
ment. The first rule is probably based upon 
the theory that the drawee is not a suitable 
agent for the enforcement of his own ob- 
ligation, and that commercial paper calling 
upon him to pay should not be surrendered 
to and satished by him, with the consequent 
release of the drawer, except upon pre- 
vious or contemporaneous payment. The 
second rule proceeds upon the fact that the 
obligation of the drawee is to pay in money 
and nothing else. Plainly the two rules are 
of such nature that one may be abrogated 
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without the other; and it is obvious, since 
the law imposes upon a collecting agent 
the duty to collect in money, that none of 
the various subagents receiving the paper 
to be collected upon the basis of that duty 
can waive the requirement of the law in 
favor of the agent to whom it is transmitted. 
Indeed, in transmitting the check here in 
question to the Richmond bank, the inter- 
mediate banks, in effect, served only as in- 
struments for effectuating the transmission. 
In essence and in substance the check was 


delivered by its owners to the Richmond 
bank; it is to that bank, as we have said, 
they must look for redress; and the re- 
sponsibility of that bank is the same as 
though the check had been delivered directly 
to it for collection by the owners. 

“In this connection, certain state statutes 
are also referred to, but, if applicable, 
we find nothing in them that justifies a 
different conclusion from that reached in 
respect of the regulation just considered. 
Their provisions are in substance the same. 


Effect of Custom 

Taking of drawee’s check not justified by custom 
to receive remittance by means of drawee’s draft 
or, more rarely, by shipment of currency, because 
such custom does not fix definite and uniform 
method of remittance and payee not bound by un- 
certain and non-uniform custom of which he had 
no knowledge. 

“2. Finally, it is urged that the accep- 
tance of the drawee’s own draft, instead of 
money, was justified by custom. The testi- 
mony relied upon to establish the custom 
follows: 

“*The business of check collecting is 
handled by the Federal Reserve Bank in a 
way very similar to that in which it is 
handled by collecting banks throughout the 
country. When one bank receives checks on 
another in a distant city, it usually sends 
them to the bank on which they are drawn 
or to some other bank in that city, and re- 
ceives settlement by means of an exchange 
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such as was given in the late President 
Wilson’s message to Congress on January 
8, wherein, enumerating the essentials to 
a program of peace for the world, he said: 
“Absolute freedom of navigation upon the 
seas, outside of territorial waters, alike in 
peace and in war, except as the seas may 
be closed in whole or in part by inter- 
national action for the enforcement of in- 
ternational covenants.” 

Neither is the use of the air analogous 
to the use of the printing press. Yet, strange 
as it may seem, there was once some con- 
cern over the unrestricted use of the print- 
ing press, because men feared that through 
this instrument public opinion might be 
wrongfully influenced. That was, of course, 
in the time when a few men thought that 
general intelligence was dangerous to gov- 
ernment. 

The telegraph and the telephone carried 
the business of the transmission of intelli- 
gence on to a new high level, not destroying 
the influence of the printing art but adding 
to its usefulness and creating new fields 
for it. If, however, a small group of busi- 
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draft drawn by the bank to which the checks 
are sent upon some one of its correspondents. 
When checks are sent with the expecta- 
tion that the bank receiving them will remit 
at once, we call it sending for collection and 
return. When this is done, the bank upon 
which the checks are drawn is expected to 
cancel the checks and charge them to the 
accounts of the drawers and to remit by 
means of its exchange draft or by a shipment 
of currency. An exchange draft is used 
more frequently than a shipment of cur- 
rency.” 

“Tt thus appears that the custom, if other- 
wise established, does not fix a definite and 
uniform method of remittance. When checks 
are sent for collection and return, the bank 
is expected to cancel the checks and charge 
them to the account of the drawers and 
remit by means of its exchange draft or by 
a shipment of currency, the former being 
used more frequently than the latter. 
Whether the choice of methods is at the 
election of the drawee bank or the collecting 
bank does not appear. If it be the latter, it 
would seem to result that the election to have 
remittance by draft instead of currency, be- 
ing wholly a matter of its discretion or even 
of its caprice, as to which the owners are 
not consulted, would be at its peril rather 
than at the risk of the owners of the check. 

“But the proof shows that the alleged 
custom was not known to plaintiffs; and 
they could not be held to it without such 
knowledge, because, all other reasons aside, 
by its uncertainty and lack of uniformity, 
it furnishes no definite standard by which 
the terms of the implied consent sought to 
be established thereby, can be determined. 
It furnishes no rule by which it can be as- 
certained when an exchange draft shall be 
remitted and when currency shall be re- 
quired, or who is to exercise the right of 
election. ‘A custom to pay two pence in lieu 
of tithes is good; but to pay sometimes 
two pence and sometimes three pence, as 
the occupier of the land pleases, is bad for 
uncertainty.’ 1 Bl. Comm. 78. An alleged 


ness interests controlled the air, will those 
greater developments which invariably follow 
the initial discoveries of science be acceler- 
ated or retarded? If they are accelerated, 
then it is logical to assume that every new 
gain in science means new opportunity for 
business, perhaps new economies in the 
transaction of business, new safeguards to 
property and to life. 

Whoever controls any means for instantly 
influencing the thought of millions of per- 
sons controls an instrumentality of infinite 
possibilities for both good and evil. While 
it is always to be assumed that they are 
to be used for good, prudence and history 
counsel consideration of the danger of their 
being used for evil. 

In the free transmission of intelligence lies 
the safeguard of liberty, and to give a 
monopoly of the air would be to turn back 
time. 


Cooperative Marketing Booklet 


The State Bank Division of the American 
Bankers Association has just issued a booklet 
giving a compilation of views and expe- 
riences on the cooperative marketing move- 
ment in which both the strength and the 
weaknesses of the plan are discussed. 
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custom to remit either in exchange or in 
currency at somebody’s option, means noth- 
ing more than a practice sometimes to remit 
by exchange and sometimes not, and there- 
fore lacks the essential qualities of certainty 
and uniformity to make it a custom of ac- 
cepting payment by exchange draft binding 
upon the owners of the check. Oelricks vs. 
Ford, 23 How. 49, 62; Kalamazoo Corset 
Co. vs. Simon, 129 Fed. 144, 146; Chicago 
M. & St. P. Ry. Co. vs. Lindeman, 143 
Fed. 946, 949; Foley vs. Mason, 6 Md. 37, 
50; Wilson vs. Willes, 7 East. 121, 127. A 
custom to do a thing in either one or the 
other of two modes, as the person relying 
upon it may choose, can furnish no basis 
for an implication that the person sought 
to be bound by it had in mind one mode 
rather than the other. 

“Tt is said, however, that there is a cus- 
tom among banks to settle among themselves 
by means of drafts so well established and 
notorious that judicial notice of it may be 
taken. But the usage here invoked is not 
that, but is one of special application to a 
case where the collection of a check is in- 
trusted to the very bank upon which the 
check is drawn and where payment is ac- 
cepted in a medium, which the contract, read 
in the light of the law, forbids. The special 
situation with which we are dealing is con- 
trolled by a definite rule of law which it is 
sought to upset by a custom to the con- 
trary effect. It is not now necessary to con- 
sider the effect of a custom which contra- 
venes a settled rule of law or the limits 
within which such a custom can be upheld. 
See Barnard vs. Kellogg, 10 Wall. 383, 390- 
394. Decisions upon that question are in 
great confusion. But whatever may be the 
doctrine in other respects, certainly a cus- 
tom relied upon to take the place of a set- 
tled principle of law, and, therefore, to have 
the force of law, ought to be as definite 
and specific in negativing the principle as the 
law which it assumes to supplant is in af- 
firming it. “Judgment affirmed.” 


The booklet which, it is pointed out, pre- 
sents individual views not to be construed 
as bearing the official indorsement of the 
American Bankers Association, contains 
statements by President Coolidge, Henry C. 
Wallace, Secretary of Agriculture; Eugene 
Meyer, Jr., Managing Director, War Finance 
Corporation; Charles J. Brand, Consulting 
Specialist in Marketing, U. S. Department 
of Agriculture; Carl Williams, President of 
the American Cotton Exchange; O. E. 
Bradfute, President of the American Farm 
Bureau Federation; D. H. Otis, Director of 
Agriculture, American Bankers Association; 
Robert W. Bingham, Chairman, National 
Council of Farmers’ Cooperative Marketing 
Association, and by a number of bankers, 
agricultural economists and others with prac- 
tical experience in cooperative marketing - 
activities, 

A message by President Coolidge is 
quoted in the pamphlet, in which he declares 
that the farmer “must have organization. 
His customer, with whom he exchanges 
products of the farm for those of industry, 
is organized, and there is no way for agri- 
culture to meet this unless it, too, is cr- 
ganized.” 


Recent Decisions 


DIGESTED BY THOMAS B. PATON, JR. 


CHATTEL MortTGAGE AS COLLATERAL ON 
Notre. INpDORSERS DISCHARGED ON 
Loss Due To DeLay IN FILING. 
—ARKANSAS, 


Plaintiff bank loaned money to one “Rot- 
tenberry,” taking his note with defendant as 
sureties. To save the sureties harmless, 
Rottenberry gave a mortgage on certain live 
stock and cotton, which mortgage was left 
with the bank to be filed with the proper 
county official. A period of thirty-seven 
days passed before the bank filed the mort- 
gage. During that time the mortgagor 
gave another mortgage on the same prop- 
erty, which was duly filed before the plain- 
tiff filed the first mortgage. This second 
mortgage was given by “Rodenberry,” the 
mortgagor being equally well known as 
“Rottenberry” or “Rodenberry.” 

The mortgagee in the second mortgage, 
having preference by prior filing, took the 
chattels, and plaintiff sued defendants as 
indorsers on the note accompanying the first 
mortgage. 

The indorsers claim that, since the mort- 
gaged property was sufficient to cover the 
debt on the note, they were discharged by 
the negligence of the bank in failing to duly 
file the mortgage. The court sustained the 
contention of the indorsers, for the loss on 
the note was occasioned by this procrastina- 
tion. The bank, having assumed the obliga- 
tion of filing the mortgage, should bear the 
loss consequent upon its negligence in the 
matter. Nor could the fact that the mort- 
gagor used two different names for himself 
excuse the negligence, for since he was 
known by either the filing under either would 
have been sufficient notice. First National 
Bank v. Lewis, 257 S. W. 730. 


INSOLVENT’s CHECKS CovERING DeEsT TO 
DRAWEE BANK. VALID ALTHOUGH 
IN CONTEMPLATION OF BANK- 
RUPTCY—F EDERAL. 


Defendant bank and its depositor knew of 
the insolvency of the depositor. Immediate- 
ly before and in contemplation of bankruptcy 
proceedings, the depositor gave the bank a 
check drawn on itself, covering a debt owed 
by the insolvent depositor to the bank. 

After appointment the trustee sought to 
recover from the bank the amount repre- 
sented by the check, and brings this action. 
The trustee claims this was a preference 
which was void on account of being a 
fraud against the other creditors. 

The court held that, since the bank had 
a claim against the bankrupt which it could 
have set off against and paid out of his de- 
posit, this was not a void preference, and 
that the parties had done by check the 
same thing which the courts would have 
allowed the bank to do before it turned the 
residue of the deposit over to the trustee. 
“As the payment of the check was not a 
preferential payment, but merely a volun- 
tary accomplishment of an off-set, which was 
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taking mortgage as collateral 
on note to secure indorsers against 
loss bound to file with county clerk 
with reasonable diligence. 


A’ insolvent depositor, in contem- 
plation of bankruptcy, may give 
his bank a valid check on itself cov- 
ering his debt to the bank. This only 
effectuates a set-off, which the Bank- 
ruptcy Act allows anyway. 


HERE a receiver and a holder 

of a check of bankrupt both de- 
mand the bankrupt’s bank account, the 
bank may refuse both until final ad- 
Judication. 


HECK given for intoxicating liq- 

uor is void, despite the rights 
of an innocent holder for value under 
the Uniform Negotiable Instruments 
Act. 


WwW IFE of the maker of a note may 


sue her husband on it, where she 
is holder under the will of the pavee. 


ANK not bound to apply deposit 
of maker to unpaid note. May 
look to indorsers instead. 


OME states hold that an instru- 

ment, otherwise negotiable, pay- 
able “in current funds” is non-nego- 
tiable. 


| il the absence of bankruptcy of the 
depositor, bank cannot set off an 
unmatured note against deposit when 
garnished. 


RAWER of draft not estopped 
to deny the existence of the payee, 
even though draft is drawn on itself. 


provided for by the Bankruptcy Act in the 
absence of voluntary action, we see no rea- 
son for disallowing the off-set because the 
parties anticipated the action of the law, 
even though the bankrupt was then insol- 
vent within the knowledge of the bank.” 
Jandrew v. Guaranty State Bank, 294 Fed. 
530. 


BANKRuptT’s Deposit. RECEIVER AND PAYrE 
OF CHECK DEMANDING PAYMENT 
BaNK May ReruseE BotH Prior 
To Court OrDER—FEDERAL. 


Appellee bank held a deposit of an alleged 
insolvent. After the bank was notified of 
the appointment of the receiver, but be- 
fore the receiver demanded custody of the 
deposit, a payee of a check drawn by the 
bankrupt presented it for payment, which 
was refused, on the grounds that a receiver 
had been appointed. Subsequently, when the 
receiver demanded the deposit, the bank 
claimed the right to retain enough of the 
deposit to cover the outstanding check in 
case the payee prevailed in a suit against the 
bank, which was being prosecuted. The 
receiver asked for a court order directing 
the bank to pay over the entire deposit, and 
from a refusal to give an order covering 
more than the excess over the check the 
receiver appealed. 

The court sustained the refusal, for the 
payee of the check was an adverse claimant 
to that amount of the deposit of the insol- 
vent. And since the payee of the check 
had what appeared to be a substantial claim, 
the receiver would have to adjudicate his 
claim in a complete suit, and could not 
compel the bank to pay over the entire de- 
posit in a summary suit. In re Fuller, et 
al, 294 Fed. 71. 


CHECK GIVEN FoR INTOXICATING Liquors. 
Voip Despite CLAIM OF IN. 
Due 


Plaintiff indorsee is the innocent holder 
in due course of a check drawn by de- 
fendant, payment of which was refused by 
the drawee bank, pursuant to defendant's 
“Stop payment” order. Plaintiff sued on the 
check, and defendant sets up the defense that 
it is void, proving that it was given as pay- 
ment in the purchase of intoxicating liquor. 
Defendant cites a statute relating to intoxi- 
cating liquor, which recites “and all notes or 
securities given therefor, under whatever 
pretense, shall be void.” Plaintiff claims 
that statute does not apply because the Nego- 
tiable Instruments Act, passed subsequent 
thereto, at Sec. 57, provides that “a holder 
in due course holds the instrument free 
from any defect of title of prior parties, and 
free from defenses available to prior par- 
ties among themselves, and may enforce pay- 
ment of the instrument for the full amount 
thereof against all parties liable thereon.” 
And since Sec. 197 of that Act provides that 
“all laws and parts of laws inconsistent with 
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this Act are hereby repealed,’ defendant 
claims that the instrument is not void in his 
hands. 

The court did not sustain this contention, 


saying that “the general rule is that illegality: 


of consideration is no defense to an instru- 
ment in the hands of a holder in due course, 
but to this rule there is one well-established 
exception, and that is, when a statute, ex- 
pressly or by implication, declares the in- 
strument absolutely void, it acquires no 
validity by its transfer to an innocent holder 
for value.” Furthermore, that the Nego- 
tiable Instruments Act “never intended to 
inject life into written instruments that by 
law were null and void.” Elkin Henson 
Grain Co. v. White, 98 So. 531. 


Wire May Sue HussBanp on Note 
TAINED BY WILL oF DECEASED PROM- 
ISEE—WEST VIRGINIA. 


Plaintiff is the wife of defendant, and is 
now owner of a note which the husband 
made to a payee now deceased. Plaintiff cb- 
tained the note as a legacy from the payee, 
and now defendant seeks to defeat this ac- 
tion on the ground that he was married to 
plaintiff when he made the note, and has 
ever since remained so. There is a disabil- 
ity of contract between husband and wife 
in the state, based on the common law which 
has never been altered by statute, and in- 
tended contract between them cannot be 
enforced by law. 

The law of the state concedes to a mar- 
ried woman her separate property, and the 
court held that it carried with it the right 
to sue her husband when necessary to enjoy 
the property conceded to her. And since this 
is an action to vindicate her separate prop- 
erty right, not involving a right of contract 
between husband and wife, the wife may sue 
on the note. Hamilton v. Hamilton, 121 


S. E. 290. 


Surety oN Unpaip Note Nor DiscHarcep 
BECAUSE PRINCIPAL Destor Hap 
DeposiT IN BANK AFTER Ma- 
TURITY—NortH DAKOTA 


Defendant was accommodation indorser on 
a note which recited a waiver of diligence 
in bringing suit. 

The note was not paid when due, and de- 
fendant became surety on another note in- 
tended to discharge the first. But the in- 
tended liability never arose on this second 
note, because one of the former sureties re- 
fused to indorse it, which was required by 
the agreement accompanying this second 
note. 

After an unsuccessful suit on the second 
note, plaintiff payee of the instruments sued 
on the first note, on the grounds that it 
had never been discharged since the liability 
on the second note had never materialized. 

One defense used by defendant was that 
the principal debtor had had money on de- 
posit with plaintiff after the note was due 
and unpaid, which should have been used 
to reduce the amount due on the note. But 
the court held the bank not bound to apply 
the deposit to the claim against the depositor 
on his note, following the decision of itself 
in First Int. Bank v. Beiseker, 175 N. W. 
637, where it said, “It is a doubtful propo- 
sition in any case whether a surety or 
guarantor is relieved by the failure of a 
bank to apply, in liquidation of the guar- 
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anteed debt, money which the principal 
debtor places on general deposit.” (In First 
Int. Bank v. Beiseker, supra, there is a well 
reasoned dissent, setting forth the minority 
rule adhered to in a few states, holding that 
the bank is bound to use the deposits toward 
liquidation of the overdue note; and see 
Opinion 2907, DIGEST OF LEGAL OPIN- 
IONS OF THOMAS B. PATON, 1921.) 
Farmers State Bank v. Kvamme, 197 N. 
W. 143. 


CERTIFICATE OF DeposiT PAYABLE “IN CuR- 
RENT Funps” Not “Cur- 
RENCY” Not EQUIVALENT OF CuR- 
RENT Money—lIowa. 


Defendant bank issued certain certificates 
of deposit here being sued on by one who 
claims to be a holder in due course. Plain- 
tiff holder purchased the certificates in the 
regular course of business, deriving all the 
title of those named as payees in the cer- 
tificates. However, the defendant bank has 
a claim against the persons to whom the 
certificates were issued, and seeks to set 
off this claim against the certificates and 
their present owner on the grounds that 
they were issued with the understanding that 
they were to be applied to the debt owing 
by the original owners. 

The certificates recited that they were pay- 
able “in current funds upon the return of 
this certificate properly indorsed.” And the 
defendant claims that, since the instruments 
were payable “in current funds,” they were 
non-negotiable, and that the plaintiff as- 
signee took them subject to the equities it 
had against the parties to whom issued. The 
court held for the defendant on this line 
of reasoning, saying “currency or current 
funds are not the equivalent of current 
money.” In this the court, following its 
decision in Dille v. White, 132 Iowa, 327, 
added that “precedent is followed, not blind- 
ly, but in order to insure stability in the 
decisions and certainty in legal principle.” 

It would seem that this is not the best 
authority or reasoning on the subject, for 
funds would not be “current” unless the 
custom of commercial and banking people 
made them so. Thus the Indiana Supreme 
Court, in Millikan v. Security Trust Co., 
118 N. E. (Ind.) 568 (at p. 570) says, “The 
better rule now seems to be that instruments 
of the kind in question, payable in ‘current 
funds’ or in ‘currency,’ are payable in 
money,” with authorities there collected. 
Taylor v. Woodburn Bank, 197 N, W., 31. 


ATTACHMENT OF BANK Deposit. BANK 
Cannot Set Orr UNMATURED NOTE 
Acatinst AccouNT—NeEw York. 


Plaintiff was a judgment creditor of one 
having a deposit in defendant bank and hav- 
ing a general execution returned unsatisfied, 
now seeks to tie up the deposit so as to have 
it applied to the payment of the claim against 
the depositor. The bank held a note against 
the depositor, which note was still undue, 
but the bank as garnishee (or defendant in 
the attachment process) sought to set off 
the claim on the note by retaining the de- 
posit to cover the note. 

The court held that the bank could not 
do this, having no legal right to retain the 
deposit to cover a claim on a note not yet 
due, and since the bank did not set up any 
equitable defense, such as it might have 
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done by claiming that the depositor was 
hopelessly insolvent, or that the depositor 
had made an assignment for the benefit of 
creditors, the adverse decision for the bank 
was made on the grounds that the note 
not being due, it was not a claim which 
could now be used to exhaust the deposit. 
The court did not consider as to what the 
bank might have availed'by the equitable 
defense since it was not set up. But it would 
appear by Opinion 2884, DIGEST OF LE- 
GAL OPINIONS OF THOMAS B. 
PATON (1921), that, if the depositor had 
been insolvent, a set-off could not have 
been obtained under the New York rule. 
Appleton v. Nat. Park Bank of N. Y., 202 
N. Y. Supp. 516. 


Non-Existinc Payee. Drarr Coverinc 
FRAUDULENT Fire INSURANCE CLAIM. 
WHEN Drawer Nor Esrtoppep 
—New York. 


Plaintiff insurance company drew a draft 
on itself to cover an alleged claim on an 
insured house, naming “M. H. Minor” in 
a distant state as payee. As a matter of 
fact there was no such person, but the pol- 
icy had been issued in the name of Mincr, 
consequent upon the fraud of the plaintiff's 
agent in the place where Minor was said to 
reside. 

About fifteen days after the issuance of 
the policy, a claim for the amount of the 
policy was sent to plaintiff from its agent, 
purporting to come from Minor. Plaintiff 
had an adjuster to look into the merits of 
the claim where the insured property was 
said to have been situate, and he approved 
the claim on the ground that the insured 
property had been burned. Following the 
certifying of the claim by the adjuster, 
plaintiff drew the draft with “M. H. Minor” 
as payee, and forwarded it to its agent. The 
agent indorsed in the name of the payee, 
then in his own name, and attached the 
policy to the draft, called for on the face 
of the draft, and in due course by corre- 
spondents it reached defendants and was 
paid by them. 

Plaintiff paid the draft, but now seeks 
to recover from defendant, on the ground 
that defendant had never had title to the 
draft, since the payee had never indorsed the 
instrument. But defendant claims plaintiff 
is estopped, since the fraud of its agents 
made the loss possible; and particularly 
since plaintiff’s adjuster had approved the 
claim and the surrendered policy was at- 
tached to the draft, plaintiff should not be 
allowed to recover. But the court held for 
the plaintiff because the employment of the 
adjuster was an extra precaution taken by 
the insurance company and which it was 
under no obligation to the defendant to 
take. Nor was the returned surrendered 
policy something on which the bank could 
rely, for the draft had not been indorsed 
by the payee, and they had no title to the 
draft. 

The plaintiff drawer intended to name an 
existant person, not a fictitious payee, but 
now that there was found to be no such 
person as the named payee, the drawer is 
not estopped from disputing the existence of 
the payee and his capacity to indorse. Cale- 
donian Ins. Co. v. National City Bank of 
N. Y., 203 N. Y., Supp. 32. 
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SPOKANE SAVINGS and 
LOAN SOCIETY BUILDING 


SPOKANE, WASHINGTON 


WESTCOTT & GIFFORD 
Architects 


Faced throughout with speck- 
led grey matt glazedTerraCotta 


For the Combined Bank and Office Building 


ERRA COTTA offers the most practical and economical 

solution for the problem of initial cost and economy of 
maintenance. Its use will stamp your building with the 
evidence of distinction and class. 


Our illustrated brochure, ‘*Better Banks,” displays the 
many ways in which Terra Cotta has been employed by 
leading architects for important banking institutions in all 
parts of the country. Copy will be sent on request. 
Address: 


NATIONAL TERRA COTTA SOCIETY 
19 WEST 44th STREET NEW YORK, N. Y. 
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The Condition of Business 


Building Construction, Automobile, and Railway Equipment 
Industries Important Factors in Business Recovery Which Con- 
tinued Into March. Cautiousness Developing in Some Lines. 


Credit Expansion. Moderate Stable Prices and Large Gold Inflow. 


RODUCTION and trade appear to 

have continued in March near the 

high level reached in February, al- 

though there were indications of the 
development of a more cautious attitude in 
some lines of business, 

Evidence of the larger volume of produc- 
tion in February is found in a further rise 
in the Federal Reserve Board's index num- 
ber, which allows for seasonal variations, 
from 120 per cent of 1919 average to 121 
per cent, which was approximately the level 
of a year ago. Steel ingot output increased 
181,000 tons, or 5 per cent, and with the 
exception of last May, stood higher in re- 
lation to estimated normal than at any time 
in 1923. Pig iron production also advanced 
sharply, but was still substantially below 
the high levels of last year. Notwithstand- 
ing the larger steel production in February, 
the volume of buying was large enough to 
cause a further increase in unfilled orders 
on the books of the United States Steel 
Corporation at the end of the month. 

While consumption of cotton by domestic 
mills declined about 70,000 bales in Febru- 
ary, such a decline is usual at this season. 
Production of bituminous coal, which in- 
creased rapidly in January, under the threat 
f a strike in the central competitive field, 
declined moderately in February and the 
early part of March, following extension 
for a period of three years of the existing 
agreement relative to wages and working 
conditions. Employment at factories through- 
out the country advanced 1 per cent in Feb- 
ruary following successive decreases during 
the three preceding months, and as a result 
of reduction in part-time work, average 
weekly earnings increased more than 5 per 
cent. 

An expansion in the distribution of goods 
to merchants during February is indicated 
by marked advances in indexes of freight 
car loadings, wholesale trade, and imports 
and exports. Increases were less marked 
among indexes of retail trade, which, on the 
average, continued close to the estimated 
normal. 


Economy of Credit 


HILE industrial activity rose in Jan- 
uary and February to approximately 
the level of a year ago, the increase in 
the volume of credit has been considerably 
less than last year. For all banks which 
report weekly to the Federal Reserve Board, 
loans made largely for commercial purposes 
were $220,000,000 higher on March 19 than 
at the low point of January, but this rise 
was about $100,000,000 smaller than in the 
corresponding period a year ago, 
This situation probably reflects in part 
the cautious attitude toward the future which 
prevails generally in the business community. 


The volume of forward buying is smaller 
than a year ago, notably in the iron and 
steel industry, and inventories are generally 
moderate. Representative department stores 
in the New York district report stocks of 
goods on hand in January and February 
about 5 per cent larger than a year ago, 
while during preceding months they aver- 
aged 10 per cent larger. This general ab- 
sence of speculative buying has been re- 
flected in comparatively stable prices, which 
are at a lower level than a year ago. An- 
other factor which has made for a less 
rapid increase in commercial loans is the 
continued large inflow of gold, which since 
the first of the year has averaged about $1,- 


000,000 a day. 


Building Construction 


HE value of building permits issued in 

158 principal cities increased 24 per cent 
in February and was about 24 per cent 
larger than a year ago. Approximately 
three-fifths of the increase over January 
occurred in New York City, where per- 
mits reached the highest level since March, 
1923, but were general in other 
sections except the Southwest. Construction 
contracts actually awarded in_ thirty-six 
states declined slightly in February, but were 
7 per cent larger than in February a year 
ago. 

The, continued large volume of building 
throughout the winter has reflected in part 
the movement to spread construction work 
over a larger part of the year, which has 


increases 


(Int. News Reel) 

Hundred million gold marks from the 

Reichsbank arriving on the SS. Thuringia 
to be added to American gold stocks 
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been particularly favored in the New York 
area by mild weather conditions. Partly 
as a result, the building volume in recent 
months has been considerably larger than 
might have been expected on the basis of 
usual seasonal fluctuations. For example, 
the volume of building index maintained by 
the Federal Reserve Bank of New York, 
which since October had averaged more than 
50 per cent above estimated normal, rose 
sharply in February to a point 10 per cent 
above the high level of March, 1923. The 
accompanying chart, prepared by the Fed- 
eral Reserve Bank of New York, compares 
fluctuations since 1919 in the bank’s in- 
dexes of building and pig iron production, 
which may be taken as fairly typical of 
movements in industrial activity generally. 
Allowance is made for usual seasonal fluc- 
tuations and normal annual growth, and, 
in the case of building, for changes in the 
cost of construction. 


DING 


The way in which pig iron production 
has followed the granting of building per- 
mits suggests the large importance of build- 
ing as a factor in industrial activity. 


The Building Outlook 


ROM 1917 through the early part of 

1921, the volume of new construction 
was considerably less than the estimated 
amount required for the housing of the pop- 
ulation and for industrial and commer- 
cial purposes. The accumulated shortage 
amounted, in 158 cities for which figures 
were available, to perhaps two billion dol- 
lars’ worth of construction at 1913 prices, 
according to an estimate made by the Fed- 
eral Reserve Bank of New York. The 
heavy building operations of the past two 
and a half years have probably reduced the 
deficit by about one-third or possibly one- 
half. This would appear to inditate that 
some deficit still exists, at least for certain 
types of construction, but the rate at which 
this shortage will be made good will prob- 
ably depend to a considerable extent on the 
course of construction costs. As a result 
of advances in building materials and wages 
in January and February, the estimated cost 
of building is within about 3 per cent of 
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the high point reached last spring before 
building projects began to be postponed. 


Automobiles \j|| SEEKING NEW BUSINESS ON OUR RECORD 

MORE complete reports for February 

from the motor vehicle industry con- 
firm the earlier indications of continued large 
production. During the month approxi- 
mately 368,000 cars and trucks were turned ’ 
out, or about one-third more than in Feb- ° 
ruary a year ago. For the first two months Old Bullion ~ 
of the year production amounted to 684,- 
000 vehicles, or about 50 per cent more than a 
might have been expected from the experi- C ° 
ence of past years. t it 

This high rate of production reflected in O S 1 10 

part the efforts of manufacturers to avoid 
a shortage of cars this spring, such as ham- ) ; 
pered sales last year. The unfavorable HIS Bank’s conception of a 
weather conditions which existed in many d . bl . d 
sections early in March retarded sales and esirabDle account 1S eter- 


caused some accumulation of stocks in deal- 


ers’ hands and at factories. Pending the mined more by the character of 
movement of these surplus stocks, manufac- the depositor than by the size 


turers were said to be prepared to adjust 


production schedules promptly. Reports of of the deposit. All men are 


employment at Detroit factories, however, 


show practically no reduction in working supposed to be born equal. Cer- 


forces during March, and such other evi- : 
dences as are available do not indicate any tainly all men of character are 
large decrease in output from the February 


total. treated as equals in the Chemical 
Wholesale Prices 


Bees expansion of industrial activity in 
February was reflected to only a slight CHEMICAL BANK CENTENNIAL 


degree in the general level of wholesale 100 YEARS OLD~—100% MODERN 
prices. The Department of Labor’s index 


number rose slightly, largely as a result 
of a substantial advance in fuel and lighting 
materials, particularly coke and petroleum. 


In March the trend of commodity prices THE 
was downward. Professor Fisher’s weekly 
index number, which rose from a low point HEM ICA H é 
of 150 late in January to 155 early in Feb- 


ruary had declined to 149 by the third week : NATIONAL 


of March. This is the lowest level reached 
since 1922 and about 10 per cent lower BAN K. 
than a year ago. The comparative stability 
of prices during recent weeks in the face OF NEW YORK, 
of very heavy production and trade is indica- Founded 1824 
tive of the conservative attitude toward the 
future which is generally prevalent. BROADWAY AT CHAMBERS, FACING CITY HALL 
Not only has the general level of prices 
been more stable than last year, but there 
is less disparity than a year ago among 
the various groups of commodities, as is 
shown in the following table of index num- Residential Construction of 1919, Despite the rise in costs, industrial 
bers of the Department of Labor. During and commercial building continued in large 
the year the index number for all commodi- “7a recovery in building since 1921 has \olyme in 1919 and 1920, and the additions 
ties declined 5 points, and as a result of reflected to a large extent an increase 
readjustments among the various groups in residential construction, which was the 
the average difference from the total was first class of building to be curtailed by 
also reduced 5 points. the sharp rise in costs during the latter part 


to plant and equipment made then have gen- 

erally been sufficient to take care of the 

large expansion in production during the 
scents past two years, 

Wholesale Prices, by Groups of Commodities While this tendency for residential build- 

(1913 =100) ing to increase more rapidly than other 

February, 1923 February, 1924 types has been general throughout the coun- 

Index inter Index meng 9507 try, it has been especially marked in the 

New York district. The following table, 

Cloths and. Clothieg + 4 based on the F. W. Dodge Corporation’s 

Metal last four years the percentage of residential 

to total building and indicates the particular- 

ly high percentage of residential construction 


Total, all commodities..............ee000. in the New York area. 


Average difference from total 
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Foreign Service to Banks 


HIS Company has exceptional facil- 
ities for serving customer banks 
engaged in international! transactions. Its 
three-fold foreign banking organization— 


the Foreign Department in New York, 
offices in important European cities, and 


correspondents in all parts of the world— 
offers varied facilities that are of special 
value to its banking customers. 


Our booklet, “Specialized Service to 
Banks,” will be sent on request. 


Guaranty Trust Company 
of New York 


Per_Cent Residential to Total Building 


New York State and 


Northern New Jersey ing Districts 


22 
30 
36 
39 


A large part of the residential building 
in New York City during 1923 consisted 
of high grade apartment houses. As a 
result of active construction, the pressure 
for this type of building appears to be 
somewhat reduced, as is indicated by occa- 
sional concessions in rents and reports of 
a less active turnover and smaller profits 
in speculative building of this type. Real 
estate operators and agencies in New York 
City report a continued large demand, how- 
ever, for one and two family houses, and 
for apartments to rent for less than $12 to 
$15 per room. An analysis made by S. W. 


All Other Report- 


Straus & Company of building permits 
granted during the first two months of this 
year in greater New York shows that per- 
mits for one and two family houses were 
about 25 per cent larger than a year ago, 
while permits for apartment houses de- 
creased nearly 50 per cent. Since all other 
types of building increased substantially, 
the proportion of residential to total con- 
struction in New York City was reduced 
from two-thirds to less than one-half. 
Bankers, insurance companies and mort- 
gage dealers in New York City report a 
plentiful supply of funds for first class 
mortgages. Although some lenders are plac- 
ing fewer loans on high grade apartments, 
rates are reported slightly easier than a 
year ago as a result of the reduction in 
pressure for such construction. Interest 
rates for loans on other types of buildings 
are firm, the prevailing rate in Manhattan 


being 5% per cent and in the outlying bor- 
oughs 6 per cent. 


Car Loadings 


HE movement of railway traffic, par- 

ticularly of merchandise and miscellane- 
ous freight, is ordinarily considered a good 
index of the primary distribution of goods. 
Because of the fact that for many months 
manufacturers, merchants and consumers 
have been buying for immediate needs only, 
fluctuations in car loadings recently probably 
reflect the consumptive requirements of the 
country unusually well. 

In January car loadings of revenue freight 
totaled about the same as in January of 1923, 
but in February shipments increased sharply 
chiefly because of larger merchandise load- 
ings, and for the entire month averaged 
about 8 per cent more than a year ago. Dur- 
ing the early part of March, loadings de- 
clined slightly, due in part to the decrease 
in coal production and shipment which fol- 
lowed withdrawal of the fear of a bitumin- 
ous strike. Notwithstanding these declines, 
the totals are still substantially above those 
for the corresponding weeks of any pre- 
vious year. 


Railway Equipment Orders 


A? the result of additions to equipment 
and greater operating efficiency, the rail- 
roads were able to move the record traffic 
of last summer and fall without experienc- 
ing a shortage of equipment. In view of 
this situation, it appeared that railway equip- 
ment purchases this year would probably 
be smaller than last year. 

With early indications, however, of a 
heavy traffic movement this year, buying 
has shown a considerable increase. Freight 
car orders in February were the largest for 
any month in two years, excepting only 
March, 1923, and April, 1922, and the total 
for the first three months of this year was 
considerably larger than a year ago, as 
shown in the following table from Railway 
Age: 

January— March 


Domestic Foreign 
Locomotives 5 41 
Freight cars 141 
972 


Passenger cars 


January—March 


Domestic Foreign 
Locomotives 5 
Freight cars 


Passenger cars 
Railway Earnings 


HE net operating income of Class I rail- 

roads in January was equal to 4.54 per 
cent on their minimum tentative valuation 
as fixed by the Interstate Commerce Com- 
mission. This compares with the 5.75 per 
cent rate established by the commission as 
a fair return on capital invested. 

February income statements made public 
before the end of March showed a decided 
improvement in earnings as compared with 
January and with February a year ago. 
Gross revenues appear to have gained over 
last year in about the same proportion as car 
loadings, while operating expenses declined 
sharply, due in part to mild weather condi- 
tions in many sections which reduced ex- 
penditures for maintenance of way and 
equipment, 
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Battle of Franc 
(Continued from page 637) 


credits had brought the general budget 
up to 29,318 million francs, and the 
special budget to 20,300 million francs. Yet 
the original estimate of the reccipts from 
taxes and state industries was less than 23 
billion francs. Because of progressive bud- 
get-deficits the funded and floating public 
debt of France steadily grew. According to 
the U. S. Commerce Year Book, France’s to- 
tal debt on July 1, last, was 430 billion francs. 
Of this, 124 billions represented the foreign 
debt, while the remainder was the internal 
debt. Of the latter, 24 billions were made 
up of advances by the Bank of France. On 
the bulk of the foreign debt no interest was 
paid, but, notwithstanding this, it required 
in excess of 13 billion francs, or more than 
one-half of the annual revenues from tax- 
ation and from the state industries, to meet 
such debt charges as were actually under- 
taken. 


Unfavorable Trade Balances 


T the same time the foreign trade de- 

velopments were unfavorable to France. 
Before the war the heavy French invest- 
ments in foreign countries gave France an- 
nually a substantial “invisible” credit. This 
was partly taken in goods and partly rein- 
vested. But the destruction of her foreign 
holdings in Russia, Turkey and elsewhere 
have pared her invisible credits to the bone. 
Indeed, in view of her heavy borrowing 
abroad, France is doubtless a net debtor so 
far as the invisible items are concerned. 
Upon the destruction of her foreign invest- 
ments has been heaped an unfavorable trade 
balance. How serious this has been is shown 
in the following table: 

French Imports and Exports 
(In millions of francs) 


Imports Exports 
49,904.8 26,894.9 
32,613. 

Budget deficits and unfavorable trade bal- 
ances combined to force an inflation of the 
currency and of credit. The circulation 
figures of the Bank of France only partly 
tell the story because the notes of the Bank 
of France constitute the reserves for the 
credit extended by the other banks. At the 
end of 1913 the French bank note circula- 
tion stood at 5,714 million francs. On March 
7, last, when the franc hit the bottom in 
London and New York, the outstanding cir- 
culation was in excess of forty and a quarter 
billions. Almost a billion francs had been 
added to note issue during the previous week. 
In 1913 the Bank of France held gold re- 
serves of three and a half billions. About 
two billions have been added to this since 
that time. The reserve percentage has ob- 
viously declined. 

Unfortunately, also, other developments 
in connection with treaty-enforcement 
helped to weaken confidence in the franc 
and its future. Hardly had the ink in 
the signatures on the treaty become dry 
when differences began to develop be- 
tween France and England. France empha- 
sized security and reparations. England re- 
garded economic rehabilitation and trade re- 
covery as paramount. These differences al- 


CHEMICALS 


Frrom a thousand feet down in Michigan’s strata is pumped 
-millions of gallons of bitter brines. These brines are heavily 


charged with basic chemicals. 


In different localities and at 


various depths their natures vary. 


Last year approximately $74,136,074. worth of Chemicals, 
Salts, and manufactured Pharmaceutical supplies from Michigan 
were marketed throughout the world. 


Chemicals are but another of many business reasons why your 
bank should have the best connection obtainable through which 
it may serve your customers efficiently throughout the Great 


Lakes Region. 


FIRST NATIONAL BANK 


DETROIT 


MICHIGAN 


The First National Bank, the Central Savings Bank and the 
First National Company of Detroit, are under one ownership. 


most led to an open break when France and 
Belgium, acting alone, occupied the Ruhr. 
Differences also arose over programs of air 
defense, etc. France's military policy and 
her military treaties with some of her wards 
like Poland and Czecho-Slovakia led to the 
charge that she was seeking to make herself 
the military dictator of Europe. The diff- 
culties with England, and the irritation of 
the neutrals over the Ruhr policy tended to 
breed opposition and distrust, and these were 
like corrosive sublimate to the confidence 
that was necessary to sustain the franc in 
the international market. 


The ‘Flight from the Franc’”’ 


ROWING lack of confidence in the fu- 
ture of the franc stimulated short sales 
of franc exchange. The normal immediate 


effect of short selling is to depress the price 
of the object involved. But short sales are 
normally not a permanent influence. Sooner 
or later the shorts must cover and their 
covering orders act as a sustaining influence 
on price. But in the field of foreign ex- 
change short selling and decline in price may 
become cumulative. When a country is off 
the gold standard and when the currency of 
such country is steadily inflated no direct 
check can be put on the depreciation of its 
currency either at home or abroad. Each 
decline in the exchange of such country fur- 
ther unsettles confidence and short selling 
gathers momentum. Bearish pressure on 
price thus waxes ever stronger and unless 
resistance can be developed utter collapse is 
the outcome. The paper mark tragically 
illustrates this point. The franc had a nar- 
row escape. 
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Granite -—The Noblest Building Stone4 


The dignity and strength of Granite is approached 
by no other stone. It is the stone for banks. The 
experience of this association is at your service. 
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Gloucester Safe Deposit and Trust Company 


Gloucester, Mass. 


Ezra Philips. Architect 


4 


The short selling of francs was wide- 
spread. There is apparently some evidence 
of a German drive against the franc. Specu- 
lators in every market also played a part. 
Repeated advices from London in the past 
indicate that much selling originated in 
France itself. Loss of confidence developed 
to such a degree that a condition bordering 
on panic ensued. A veritable “flight from 
the franc” was engendered, holders of bonds 
payable in francs dumping them on the mar- 
ket and with the proceeds buying sterling 


and dollars in order to avoid possible further 
losses. The climax seemed to come when on 
March 6 the bank statement showed an in- 
crease of almost a billion in note circulation. 
On March 8 the franc, with a par of 19.3 
cents, dropped to a record low of 3.43. 

At this point the Bank of France inter- 
vened. Every dictate of safety and prudence 
counselled such intervention. While the 
French people had readily purchased the na- 
tional defense bonds the rates offered had to 
be almost steadily increased, and the decline 
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of the franc threatened entirely to destroy 
the market for this mainstay of French 
finance. By vigorous action and by rallying 
foreign help the tide was turned. In rapid 
time the franc was spectacularly pushed back 
to above five cents. 

Saving the franc is in a sense equivalent to 
the preservation for France of the victory 
won in the war. It is certain that had the 
franc been pushed to collapse most serious 
political disturbances would have arisen in 
France herself. The peasant bond-holders 
would not gracefully and quietly accede to a 
virtual destruction of their investments. The 
collapse of the franc would also have re- 
vived German resistance and it might well 
have been that Germany would be embold- 
ened to refuse acceptance of the reparations 
experts’ proposals. 


The Factors in the Turn 


| wee fiscal reform was possibly the 
chief factor in the turn. Poincaré prom- 
ised that no further reconstruction expen- 
ditures based on loans should be undertaken. 
He sought and finally obtained from parlia- 
ment the power to reduce expenditures by 
decree. And he fought for and obtained a 
general increase of 20 per cent in taxes. In- 
flation also was henceforward to be taboo. 
The assurance of these reforms made for- 
eign bankers willing to come to France’s aid. 
Four million pounds sterling were made 
available in London, while the American of- 
fering was “not less than one hundred mil- 
lion dollars.” 

In the “battle of the franc” the Bank of 
France made an attack both in the front and 
in the rear. It sold sterling and dollars in 
Paris and bought francs in London and in 
New York. The checking of the further de- 
cline in the franc and the announcement of 
the loans caused a stampede on the part of 
the shorts to cover. Their expected profits 
were suddenly converted into losses. Their 
covering purchases were probably chiefly re- 
sponsible for the spectacular rise. Senti- 
mental and speculative purchases also had 
their effect. Ambassador Herrick is said to 
have dumped $200,000 on the market and to 
have netted a profit of $75,000. To what 
level the Bank seeks to push the franc or at 
what level it hopes to stabilize it has not, of 
course, been announced. Suffice it for the 
moment that the decline has been halted. 


Final Victory Not Yet Attained 


INAL victory has not, however, yet been 

attained. Defeat, certainly, has been 
averted, but the clinching of victory depends 
upon further developments. The cessation 
of inflation must be insured. The budget 
must be balanced and the unfavorable trade 
balance overcome. 

The chief difficulty in connection with the 
budget is the heavy debt. The amount 
needed for service on the debt has eaten up 
more than half of the state’s revenues. 
Hence it is here that the reparations pay- 
ments are essential. Without adequate repa- 
rations it is highly improbable that the 
French Government could raise enough rev- 
enue, at the present value of the franc, to 
cover both the general and the special bud- 
gets. The only alternative would, therefore, 
be further inflation. The result of such in- 
flation would in turn be further depreciation 
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of the franc, until the gold value of the debt 
declined to a point where the annual debt 
charges, in connection with other state ex- 
penses, came within the limits of the annual 
revenues. This, of course, would imply pro- 
gressive repudiation. The decline of the 
mark to a microscopic value implied sub- 
stantially complete repudiation of the Ger- 
man internal public debt, and, to a large de- 
gree also of internal private debts. This 
eventuality the French Government was de- 
termined to avoid and, with the help of En- 
glish and American bar.kers, its intervention 
was successful. 


Purpose of Bankers Stipulation 
Now Clear 


HE reason that might impel the bankers 

to specify as a condition of the loan the 
acceptance by France of the reparations ex- 
perts’ proposal now becomes clear. The 
restoration of equilibrium in French finances 
and future stability of the franc depend upon 
such acceptance. 

The preliminary reports concerning the 
experts’ findings promise the possibility of 
large reparations payments if German eco- 
nomic efficiency be restored. But what- 
ever proposals the experts may make, a 
successful outcome is predicated upon 
French acceptance. Should France turn 
down the report present confusion would 
be intensified. German economic disorgan- 
ization would continue, production would 
be further disturbed, German finances 
would be worse confounded and the cur- 
rency again inflated. Britain and the other 
European nations, already out of sympathy 
with France in connection with her repara- 
tions policy, would become further embit- 
tered. In short, refusal on France’s part 
to accept the experts’ suggestion would in- 
definitely postpone European economic re- 
habilitation. 

The consequences of refusal would be 
especially serious for France itself. Un- 
less Germany can be restored no reparations 
payments will be . forthcoming; and if 
France cannot get reparations it will be 
almost impossible for her to escape fur- 
ther inflation with the inevitable result of 
renewed depreciation of the franc. That 
would mean not only further repudiation 
of her internal debt, but in all probability 
also, a marked tendency of capital to re- 
sume the “flight from the franc.” This 
would have a bleeding effect on her whole 
economic life and could hardly fail to 
arouse the anxiety of the holders of her 
external debt. 

It was against this that the bankers 
would wish to protect themselves when 
they asked for assurances that the experts’ 
proposals would be accepted. The gold 
pledge is obviously only of moral signifi- 
cance. Collateral for a loan left in the 
hands of the debtor would not ordinarily 
be considered in banking circles a strong 
guaranty for the creditor. Political unrest 
might easily make it impossible to redeem 
the gold pledge. 


German Acceptance Necessary 


ERMANY, as well as France, would 
have to accept the experts’ proposals 
before a successful outcome of their plans 
cou!d be anticipated. The reports indicate 


Corporate Integrity 


“One of the things responsible for the suc- 
cess of the C. L. Best Tractor Co. is a genuine 
interest in the product that goes beyond the 
closing of a sale,” says the owner* of a Best 


Tractor. 


When the loan a customer solicits is to be used 
to purchase a Best “Thirty” or “Sixty”—there’s 
the answer to your question regarding the depend- 
ability of C. L. Best Tractor Co. It is indicative 
of the policy of a concern producing power equip- 
ment that will give the maximum of satisfactory 


service. 


Cc. L. BEST TRACTOR CO. 


General Offices—Factory 
San Leandro, California. 


Factory Branch—Warehouse 
St. Louis, Missouri 


Sales Offices 


San Francisco 
127 Montgomery Street 


German Goods Here 


ERMANY can make cash pay- 
G ments to the Allies only in so far 
as she can raise the necessary sums by 
the sale of her goods. She must find 
a market for her exports. Our own 
country faces a big responsibility in 
this connection because the United 
States alone can offer a market with 
large potential buying power. Apart 
from what it may mean to Germany, 
our willingness to absorb German ex- 
ports will, because of the importance 
of exports to reparations payments, 
have a large bearing on the future of 
the franc and the welfare of France. 


New York City 


\S 
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that the reparations experts obtained from 
the German Government the required as- 
surances of cooperation. Without such as- 
surances the experts would run the risk of 
seeing all their work go for naught. The 
bankers responsible for the extension of 
the credit to the Bank of France were 
doubtless fully apprised of the status of the 
experts’ investigation and proposals, and 
they were reasonably convinced that the 
recommendation of the experts would be ac- 
cepted by both sides. 


Final Success Dependent Upon 
German Exports 


— success of the experts’ proposals, 
and hence sustained victory in the “battle 
of the franc,” is conditioned by something 
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Camden's New Hotel 


Building Hotels from Visions 


Another instance of where the initiative of ONE MAN plus 
the efforts of the Hockenbury organization brings a $1,250,000 
hotel to an under-hoteled city: Camden, N. J. 


It took but one man with a vision to set the idea on foot and 
the Hockenbury organization to carry it through! 


Is YOUR city taboring under the handicap of inadequate hotel 
facilities? Are your hotels no longer modern? Your town can 
get a modern hotel, just as fifty other cities have secured theirs 
through this corporation during the past few years. 


Is it fair to expect your city to limp along without modern 
hotel facilities? 


One man with a vision! One man! A _ leader; a banker! 


If your town has a kotel problem, let us show you how these 

fifty other cities have overcome THEIR problem. Ask us to 

place your name on our list, ‘‘B-4’’, to receive each month a 

copy of THE HOTEL FINANCIALIST, a journal devoted to 

community hotel finance. It’s sent gratis to members of the 
A. 


“GheHockenbury Spstem Incorporated 


Penn-Harris Trust Bldg., Harrisburg,Penna. 
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GENUINE 
COLTS 


REVOLVER, 


cal. 38, ARMY SPECIAL, double 
action, swing out cylinder, blued 
finish, rubber grips, almost NEW. 


Superior to poorly made foreign imita- 
tions. PRICE $18.45 each. 


Web holster to fit, 60 cents; Web belt with cartridge loops, 
45 cents; Ball cartridges $1.50 per 100. Set cleaning tools. 
85 cents. CASH WIT H ORDER. 

1924 Spectal Circular for 2c. Stamp 


FRANCIS BANNERMAN SONS, 501 Broadway, New York City 
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more than the mere acceptance of the pre- 
liminary suggestions. The experts must 
have accurately analyzed Germany’s ability 
to pay and Germany must be given the prac- 
tical opportunity to accumulate the concrete 
means of payment. To create the budget 
surplus necessary for reparations payments 
Germany’s productive efficiency must be re- 
stored, and her currency must be stabilized. 
The adequacy of the means suggested for 
the attainment of this end depends wholly 
upon the soundness of the experts’ judg- 
ment. The accumulation of the concrete 
means of payment is, however, another mat- 
ter. Germany can make cash payments to 
the Allies only in so far as she can raise the 
necessary sums by the sale of her goods. 
She must find a market for her exports. 
Our own country faces a big responsibility 
in this connection because the United States 
alone can offer a market with large poten- 
tial buying power. Apart from what it may 
mean to Germany, our willingness to absorb 
German exports will, because of the impor- 
tance of exports to reparations payment, 
have a large bearing on the future of the 
franc and the welfare of France. 


Interest Rates 
(Continued from page 635) 


NDER the circumstances, then, close 

attention will be given from now on 
to the policy followed by the Federal Reserve 
Board. For if it reduces the rediscount rates 
and makes its facilities available so cheaply 
as to induce member banks to borrow for 
the purpose of re-lending at a profit, money 
rates generally are likely to decline, and it is 
quite possible that a period of inflation would 
be inaugurated. To be sure, there is much 
credit power in the gold now contained with- 
in the United States. As indicated before, 
it can support a vast expansion. 

But after all, it would not do for us 
to count too much on our present enormous 
gold reserves. A large part of those re- 
serves were drained away from other na- 
tions, and in the long run are expected to 
be sent back. We are not assured of a 
permanent possession of all the gold we now 
have, and should conditions presently lead 
to a flow toward Europe, any credit built up 
on the present inordinate balance might 
have to be curtailed. 

As indicated before, money in the United 
States at this time is cheap enough for 
every legitimate current need, and credit is 
available without stint for every profitable 
business proposition. At the same time, the 
individual banks are not in a position freely 
to extend additional lines of credit without 
turning to the Federal Reserve system’s re- 
discounting facilities. So, then, the time 
has come for a determination whether the 
Federal Reserve system will take its place 
in our banking system as a reservoir to be 
used only when the banks themselves have 
exhausted their own lawful loaning power, 
or whether it will continue a policy of hav- 
ing its rates match those of the open mar- 
ket. One policy would mean a firm and sane 
control over the credit situation as time 
goes on; the other would lead to credit ex- 
pansion, according to the degree of mone- 
tary ease that resulted. 
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New Coin to Commemorate Carving 


(Wide World Photos) 


On this great mountain of stone, Gutzon Borglum, the sculptor who is shown in 
his specially contrived harness, is cutting a monument to glorify Robert E. Lee and 


other Confederate leaders. 


ONGRESS has now authorized the issue 
of another commemorative coin to fol- 


low the Huguenot half dollar, It has sanc- 
tioned the coinage of a new fifty-cent piece 
to signalize the commencement of the work 
of carving on Stone Mountain in Georgia, 
a few miles outside the city of Atlanta, a 
monument “to the valor of the soldiers of 
the South, which was the inspiration of their 
sons and daughters and grandsons and grand- 
daughters in the Spanish-American and 
World Wars and in memory of Warren G. 
Harding, President of the United States, in 
whose administration the work was begun.” 

Gutzon Borglum, the sculptor, is now en- 
gaged upon the task of carving out of the 
mountain of stone a monument of unprece- 


Air Attack 


(Continued from page 633) 


Public Education of the A. B. A. A series 
of simplified statements, headed “Why 
Banks?” have been prepared by the former 
president of the American Bankers Asso- 
ciation. Couched in the simplest terms, these 
brief lessons tell just what a bank is. De- 
signed to take the mystery out of banking, 
these little stories, which seldom run over 
two hundred words, explain the why and 
wherefore of the various operations. 

The value of these stories—as a means of 
informing the people on the vital question 
of credit and banking—has been recognized 
by the newspapers. They are printed by 
hundreds of papers in all sections of the 
country, which range from the metropolitan 
dailies to the smallest country weeklies. 

As a guide to those who will tune in, here 


Work started last summer. 


dented proportions in which Robert E. 
Lee and other central figures in the Con- 
federate army will appear. It is one of the 
most pretentious undertakings in sculpture 
that have ever been essayed by an artist. 

As is the customary practice in the distri- 
bution of commemorative coins, the new 
“Confederate half-dollars” will be sold at 
a premium, the proceeds to go toward the 
cost of completing the monument. 

The bill was introduced by Senator Reed 
Smoot of Utah and passed both houses vir- 
tually unopposed, despite the stand of the 
Treasury in frowning upon special coins. 
The Philadelphia mint in February struck 
off the first Huguenot half dollars. It will 
be several months before the new coins 
appear. 


is a table showing the hour at which the 
various radio addresses will be made for the 
nation’s four time belts: 


Eastern Central Mountain Pacific 
Time Time Time Time 
:00 6:00 5:00 
:20 :20 5:20 
740 740 
:00 
:00 


Philadelphia 
Buffalo 

Atlanta 

Chicago 

New Orleans... 
Cleveland 


> 


Salt Lake City.. 
San Francisco.. 
Portland 


Frederick A. Carroll, formerly attorney gen- 
eral of the Liberty Mutual Insurance Company 
of Boston, has been elected a vice-president of 
The National Shawmut Bank of Boston. He will 
have charge of the trust department. 
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Changeable-Key 
Safe Deposit Lock 


HE Safe Deposit Depart- 

ment is a convenience to 
your customers—and a re- 
sponsibility to your bank. 
Your customers must be 
adequately protected. 

With the Yale Changeable 
Key System, every renter sets 
his own combination. The box 
keys are furnished him in a 


sealed envelope. No one in the 
bank has ever had access tothose 
keys; and the box can never be 
opened by the keys held by a 
former renter. 


The Yale Changeable Key 


Lock gives the utmost security. 
It fully protects both the cus- 
tomer and the bank. Write for 
our new Changeable Key folder. 


Ask for: 


Yale Triple Time Locks 


Yale Side Shaft 
Combination Locks 


Yale Safe Deposit Locks 


The Yale & Towne Mfg. Co. | 
Stamford, Conn., U.S. A. 


Yale Made is Yale Marked 


YALE 
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DONALD M. SPAIDAL, 

Vice President 
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Motors Corporation. 


convenient 


Tue obligations of this institution 
are regarded as an appropriate and 
sound medium for short term in- 
vestment by a large banking clien- 
tele. They may be obtained in 


denominations and 


suitable maturities. 
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Department at any office. 


EXECUTIVE OFFICES 


= 224 West 57th Street, New York City 


OFFICERS 
ALFRED H. SWAYNE, 
Chairman 
CURTIS C. COOPER, President 
JOHN J. SCHUMANN, JR, 
Vice President 
ALBERT L. DEANE, 
Vice President 
DONALD M. SPAIDAL, 
Vice President 
JAMES H. McMAHON, 
Vice President 
REUNE MARTIN, Treasurer 
GEO. H. BARTHOLOMEW, 
Secretary 
LIVINGSTON L. SHORT, 
Counsel 
F. STANLEY PARSON, Auditor 
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Congress Balks 


(Continued from page 621) 


yperation of the machinery which the bill 
would set up are almost insurmountable. 
For instance, the export commission which 
would be created would be required to de- 
termine a year in advance the production of 
the United States in major crops. In addi- 
tion, it would ascertain the probable export 
surplus of these crops and at the same time 
estimate the price of the surplus in the 
markets abroad, All these factors would be 
determined before even the seeds were sown 
to produce a crop to be subjected to these 
estimates. The impossibility of this task 
is obvious. 
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Opportunity for Speculation 


NOTHER vital weakness in the measure 

is the proposal to pay the farmers for 
their products, partly in cash and partly 
in scrip, which would be paid for by the 
purchaser of the products at a price fixed 
by the commission and turned over to the 
farmer in place of a portion of the price 
he would receive. The scrip would be re- 
deemable on a percentage determined by 
the difference between the amount originally 
paid for the scrip by the purchaser of the 
farm products, minus the losses incurred in 
sales abroad and the expenses incident to the 
functioning of the Government organization. 
By this arrangement the door to specula- 
tion would be left wide open. For the losses 
or profits of the commission, and necessarily 


the final value of the scrip, would depend 
partially upon the fluctuations in the prices 
of all commodities in this country and the 
price of the farm product sold abroad. 

Viewing the measure from the _ inter- 
national rather than the domestic standpoint, 
the possibilities of serious economic compli- 
cations with foreign countries are thrown 
into bold relief. Like much of the remedial 
legislation introduced into Congress, the 
consequences internationally to the country, 
and hence to those whom it is sought to make 
whole, are lost sight of. Essentially, the 
McNary-Haugen bill would call for the 
wholesale dumping of American farm prod- 
ucts on the markets of the world, to be 
disposed of without consideration of world 
prices or the conditions existing in the mar- 
kets where they would be unloaded. It is 
inconceivable that the nations chosen as 
the markets to absorb this unloading would 
permit the operation to be performed un- 
hampered by defensive measures. 

Moreover, the principle of protection to 
American markets from the dumping of 
foreign commodities is imbedded in the 
American tariff laws. Ample authority is 
given the Secretary of the Treasury to com- 
bat any effort in that direction. If im- 
ported goods are sold in this country at 
less than the prices charged for them in 
the countries in which they originated, he 
may increase the tariff upon these articles 
to the point necessary to offset this differ- 
ence, not only if this dumping is injuring 
American industries, but even if it appears 
likely to harm domestic interests. The 
McNary-Haugen Bill, nevertheless, proposes 
to dispose of American farm products in 
foreign countries in a fashion from which 
those nations are prohibited to sell their 
goods here. 


Other Nations on the Defensive 


Fae of a policy of dumping by 
this country naturally would force the 
abandonment of a policy of protection 
against dumping. It is evident that the 
United States could not seek to prevent 
foreign merchandise from underselling do- 
mestic products in the American market 
when it, acting through official Government 
agencies, was trying to do the same thing 
abroad which it sought to prevent at home. 
In these days of heroic effort on the part 
of European nations to upbuild their for- 
eign trade and to sell their goods for gold, 
the lowering of the wall against dumping 
in this country would undoubtedly produce 
a flood of low-priced imported merchan- 
dise, which would produce as strident a 
clamor for relief from American indus- 
tries as that which assailed the ears of 
Congress from the farmers. 

Fortunately, as this is written, the chances 
of the McNary-Haugen Bill becoming a 
law are becoming more and more doubt- 
ful. As a matter of fact, the chances of 
Congress producing any important agricul- 
tural legislation at this session are slim. 
The Norbeck-Burtness Bill, which would 
have appropriated $75,000,000 to finance di- 
versification of farming among the wheat 
growers, has gone down to defeat in the 
Senate, This was the administration measure 
and had the unqualified approval of Presi- 
dent Coolidge. The McNary-Haugen Bill 
has yet to be endorsed specifically by the 
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White House and has furthermore incurred 
the enmity of some of the leading members 
of Congress who have taken a prominent 
part in the movement for farm aid. 

Representative Sydney Anderson of Min- 
nesota, who was chiefly responsible for the 
Tariff Commission investigation into the 
rates of duty on wheat and wheat products 
which resulted in the recent presidential 
proclamation advancing the rate on wheat 
and flour to close to the maximum per- 
mitted by the flexible provisions of the 
tariff, has come out in opposition to the 
McNary-Haugen Bill. 

“IT am sorry,” Mr. Anderson says, “to be 
out of accord with those who, I am sure, 
advocate this legislation in the hope and 
expectation that it will benefit the farmer, 
but I am so sure that it cannot be helpful 
in its present form that I would be failing 
in my duty to my own people if I did not 
oppose it. The theory of this bill is plaus- 
ible, but its unworkability in its present form 
is so obvious that I cannot see how anyone 
who is at all familiar with the practical 
operations incident to the handling of any 
of the products mentioned can support it.” 


Administration Self-Help Policy 


IGNIFICANT in the outlook for new 

farm legislation during the present ses- 
sion of Congress is the action of President 
Coolidge in turning to the Agricultural Credit 
Corporation with the request that it perform 
the functions intended to be exercised in be- 
half of the farmers by an agency created 
by Congress. The Agricultural Credit Cor- 
poration is a private organization capital- 
ized at $10,000,000 and organized to finance 
a relief program for the Northwestern 
states where desperate conditions among the 
farmers and a rapid fire series of bank 
failures call for quick action. Unable to 
obtain from Congress legislation, in the 
form of the Norbeck-Burtness Bill, to en- 
courage diversified farming as a solution 
of the problem of the wheat producers, the 
President has asked this private corpora- 
tion to undertake that task with a promise 
of additional funds, to the extent of $40,- 
000,000, being made available through loans 
by the War Finance Corporation. 

Clearly this step indicates the conviction 
on the part of the administration that its 
promises of assistance to agriculture will 
not be fulfilled by Congressional enactment. 
Instead the administration has been forced 
to call for the help of private parties in 
the inauguration of a policy which is de- 
signed- to meet the national farm problem 
on the basis of a gradual readjustment of 
the agricultural situation to general condi- 
tions rather than by the appropriation of 
funds for temporary relief. 

Administration of this program through 
non-governmental agencies reflects a_ten- 
dency which has grown up in the executive 
branch of the Government to utilize such 
forces wherever possible in preference to 
direct Government activity. More and more 
emphatically the executive branch of the 
Government is requiring of those who come 
to it for aid that they attempt to aid them- 
selves. Contrasted with this idea is the 
persistent habit of the legislative branch of 
the Government to flourish proposals for 
laws which would let loose a flood of funds 
taken from the public treasury and scat- 
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Real Estate Public Relations 


Nine highly specialized, fully equipped, carefully managed departments 
insure a complete and comprehensive service. 
with St. Louis business conditions enables us to render valuable assistance to 
banks, trust companies and individuals having important St. Louis business 


to transact. 
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tered broadcast as a cure-all for economic 
ills. Far-fetched as many of these would- 
be remedial proposals may seem, never- 
theless they follow somewhat the same gen- 
eral lines and during the last few years 
the strength behind them has been steadily 
growing. 

At the moment the executive policy of 
encouraging selfhelp is in the ascendency, 
and a trial of this unusual form of answer- 
ing the cry for aid for agriculture may fur- 
nish a happy ending to what has been a long 
story. Otherwise, a continuance in the 
growth of the sentiment in Congress for 
the control of economic laws by man-made 
statutes will see the proposals of today the 
completed plans of tomorrow. 
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McFadden Bill Advances 


HE McFadden bill, which seeks to mod- 

ernize the national banking laws, ad- 
vanced beyond the initial stage late in 
March, when the House Banking and Cur- 
rency Committee held its first meeting to 
consider the proposed amendments. Each 
member of the committee was presented 
with a digest, which explained the provisions 
of each change suggested and cited the rea- 
sons why action was considered advisable. 

It is reported that the sponsors of the 
McFadden bill, in order to insure expedi- 
tious action, may separate the amendments, 
dealing with branch banking, so that the 
bill, when reported, may go through the 
lower House in time to permit its favorable 
consideration by the Senate. 
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“The Examiner Is Here” 


By C. M. HARGER 


Dragging Notes Prodded Along by the Liaison Officers from 


Financial Headquarters. 


Outsider of Knowledge Aids in 


Checking Up Weak Places and Bracing Nerves for Unpleasant 
Many Bank Crashes Averted by His Clear Vision. 


Duties. 


NE of the popular fallacies enter- 

tained by part of the public is 

that when the whisper goes 

through the bank, “The examiner 
is here,” there ensues a general panic; that 
the president and cashier turn pale and the 
board of directors quake. Probably a con- 
siderable number of persons believe that the 
bank has something to fear from a visit from 
the representative of the banking depart- 
ment. Yet the truth is that an examiner— 
the right kind—is one of the bank’s most 
welcome visitors. He is the liaison officer 
connecting the local institution with the head- 
quarters of the financial army. He it is 
who synchronizes the operations of the more 
than 30,000 banks of the nation with their 
respective controlling departments. From 
him comes the direct touch with other in- 
stitutions and with their progress in a gen- 
eral way, he serves as a barometer by which 
the management can determine its relative 
progress. It is an assistance to have an out- 
sider of knowledge and ability to go over 
one’s business; it aids in checking up the 
weak places and braces nerves for unpleas- 
ant duties. 

“We were not examined for nearly a 
year at one time,” said a Western banker, 
“and I used to wish for the examiner to 
come. I wanted to talk over my condition 
with him, get his viewpoint and compare 
my position with that of others. Often I 
have notes I know to be dragging, borrow- 
ers have been slow in even attempting to 
pay. It is a tonic to be able to say to them, 
‘The department orders me to do something 
with this note, and you will have to exert 
yourself.” Examiners have gone over my 
paper with this in view, and it has helped. 
Then there are examiners who are merely 
machines, and when they are gone, the 
whole force draws a sigh of relief. It seems 
to me that if the examiner has any excuse 
for being it is to help the banker as well 
as to check the figures on his books, and 
especially not to act as if he assumed that 
the bank was crooked and that wrong could 
be discovered if search was sufficiently thor- 
ough.” 


Two Trying Years 


| Dp gee the past two years out through 
the farm country the task of the ex- 
aminer has been particularly difficult. Com- 
pared with the decade previous, it has meant 
added responsibility, many unpleasant ex- 
periences, orders and recommendations that 
resulted in drastic action on the part of the 
banking department, state or national. In 
the states of Minnesota, North Dakota, 
South Dakota, Montana, Towa, Missouri, 


Oklahoma, Nebraska, Kansas, over 600 banks 
have closed their doors since the beginning 
of 1922. Montana ranked first with 119; 
North Dakota second with 96. But in those 
states are 10,152 banks, one-third the banks 
of the United States. North Dakota aver- 
ages a bank to 583 of its population; Kansas 
a bank to 1321. But Wisconsin, where 
there have been only ten failures since 1904, 
the average is one bank to 2600, with, of 
course, a diversified agriculture that tends 
to sounder conditions. 

“Over-banked” as are the prairie states, 
with the deflation in the price-level of prod- 
ucts, the problem of conserving the coun- 
try bank’s position has called for the most 
careful and intelligent action on the part of 
the examiner. Every bank’s suspension is 
preceded by many a conference and earnest 
consideration. No supervisor wants a bank 
to fail. He first exhausts every effort to 
prevent closing its doors. It seems to him 
a reflection on his department—not actually 
so, perhaps, but he feels that it is. 

“T could today close thirty banks in my 
state,” said a bank commissioner to me two 
years ago, “and I would do it if I followed 
the strict letter of the law. But I am hop- 
ing to pull them through.” His hope was 
well placed, for in the end all but two 
weathered the storm and are today on sound 
financial footing. 


Steering Between Extremes 


ND that situation has faced the exam- 

iner coritinuously—for that matter, is 
yet before him. What policy shall be pur- 
sued? What sort of a report and recom- 
mendation shall he carry to his chief? Shall 
he be “hard-boiled” with demands for forced 
collections and refusal of accommodations, 
except on the best of collateral? Or shall 
there be easy-going complacency with little 
suggestion except as to correct records? 
Shall he take heed of the most vital factor 
in banking—the character of the borrower 
and the nature of the individual loans? Be- 
tween these extremes must steer the wise 
examiner. 

The exacting examiner has an easy sim- 
ple process. He can check the books, count 
the cash and list over the slow paper, order 
all such obligations reduced or paid at once, 
assess his fee and go on his way rejoicing. 
One such was looking over the notes in an 
Oklahoma bank. “This note calls for $1,850 
and is two months overdue. What security 
have you?” he asked sternly. 

“The man’s reputation largely,” came the 
reply. “He has a farm and some stock and 
is somewhat in debt. He lost money feed- 
ing cattle two years ago. He has been a 
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customer for years, but is in hard luck just 
now—we have talked to him, but the note 
has dragged a little.” 

“Well, it must be collected at once,” 
snapped the examiner, 

“If you will give me a signed order to 
force collection, I will commence court pro- 
ceedings this afternoon,” quietly remarked 
the banker. 

“Oh, no, that wouldn’t do, of course. I 
meant you should get it as soon as possible, 
or at least have it reduced and more col- 
lateral if you can.” 

“That’s just what we are aiming to do 
—but a banker who goes out forcing col- 
lections right and left in this country at 
this time would soon have no bank to op- 
erate.” 

The examiner passed on to another ac- 
count, 


Courage, Tact, Ability 


NDER such conditions as have existed 

in the farm country during the past 
two years the banker needed every ounce 
of courage, all possible tact and rare abil- 
ity to keep his institution on a paying basis 
and at the same time protect the interests 
of his depositors and stockholders. Col- 
lateral that in the flush times was gilt-edged 
often has but a shadow of its first value. 
A complete readjustment has been neces- 
sary on many a farmstead with a burden 
of obligations to carry. 

The examiner who has a broad compre- 
hension of what is necessary to maintain a 
sound condition and yet at the same time 
assist struggling communities up to the limit 
of safety can do a bank much good by his 
counsel. He can also do it much harm by carp- 
ing over small things, inducing a psychologi- 
cal reaction of fearsomeness that hampers the 
progress of the institution and lessens the 
courage of the management. The cold truth 
is that all through the farm country today 
character is the largest collateral of a 
vast number of loans. Of course, this is 
always a chief element of credit, but where 
the producer is struggling with badly com- 
plicated affairs it becomes a tremendous 
factor. 

Then there is the other kind of examiner 
—the one who bubbles over with optimism, 
takes much for granted and approves every- 
thing the bank has done. He, too, can do 
injury. He produces an effect of content- 
ment and willingness to let things “slide 
along about as they are’—and it may be 
just the way they should not slide. It may 
result in a most unpleasant awakening later. 
The banker has a delightful visit and the 

(Continued on page 670) 
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Will Laws Help The Farmer? 


To the Editor: 


N the January issue there is an article 
by John H. Rich, the first sentence of 
which reads: 


The serious problems confronting farmers in 
the northwestern grain-raising area are the product 
of economic causes and are not to be cured by 
political or legislative processes. 


The statement that laws cannot help an 
individual has been made so often that it 
is accepted without questioning its truthful- 
ness. As a matter of fact, all our laws do 
certainly affect favorably or adversely all 
our leading industries, and which in turn 
affects every person. And then we have 
laws affecting personal conduct. 

Favorable legislation can bring an in- 
dustry into being and then unfavorable leg- 
islation can kill it. 

Our present inequitable tariff law is re- 
sponsible for the critical situation of the 
farmer more than any other one thing. An 
import duty on farm products is not worth 
anything except in rare instances. The 
farmers are too widely scattered and there 
are too many of them to get together and 
fix prices. They must sell their products 
in the world’s market, competing with the 
world’s cheapest labor, the “bunk” about 
home market to the contrary notwithstand- 
ing. I read the market and see how our 
prices follow the foreign markets. 

But when it comes to buying the farmer 
finds that he cannot buy in the world’s 
market; that the import duty on manufac- 
tures has closed that market to him and that 
he must buy in a protected market at prices 
easily fixed by the manufacturers. 

We will say that much of the high price 
goes into labor cost, but how does it affect 
the farmer? When he needs labor he finds 
that he has to compete for it with the man- 
ufacturer who can pay the high wages and 
pass it on to the consumer. The farmer 
cannot do this, and hiring labor adds to his 
losses. 

As I said, the farmer has to sell his 
products in the world’s market, but this 
has been cut off. How can bankrupt Europe 
buy when she has no money and the high 
tariff wall cannot be scaled by the European 
manufacturer, who wants to exchange his 
wares for our farm products? Of course, 
if this country is to be an industrial nation, 
then I suppose the right thing to do is to 
legislate agriculture out of existence. This 
process is now in full operation. Farmers 
are made cripples and are hobbling into 
town. Others see what is before them and 
are selling out and moving to town. The 
cities everywhere are crowded now and 
more coming all the time, and the rural 
population is decreasing accordingly. It 
will not be long before the pendulum will 
swing the other way, and the time is not far 
distant when farm products will be so 
scarce that they will command enormous 
prices. Time is the great equalizer and ad- 
juster of wrongs, and will eventually cor- 
rect the present situation but at awful cost. 
Would it not be better to equalize the 
classes by an equitable adjustment of the 
tariff laws than to have this extermination 
process continue? The manufacturer is 
getting to see that his business must be on 


a reciprocal basis with the farmer or the 
farmer will not be able to buy. 

The farmer must get more for what he 
has to sell or pay less for what he has to 
buy. He cannot continue to raise corn for 
fifty cents a bushel when it costs him a 
dollar and ten cents to produce it, as shown 
by reliable investigations. 

As evidence that the farmer is not any 
worse off than the banker and merchant, 
Mr. Rich makes the statement that just as 
many banks and merchants have failed as 
farmers proportionately in the same terri- 
tory, but he does not recognize or point out 
that the banks and merchants failed be- 
cause the farmers had failed. How can a 
farmer pay in full when he gets only one- 
half of the cost of production for his crop? 
Banks and merchants are dependent upon 
the farmers they serve, and when you read 
about banks and merchants failing in an 
agricultural community you may know that 
farmers failed first. 

There is much stress put upon diversified 
farming, that this will cure the ailment. I 
cannot see where it will help. For a num- 
ber of years dairy products have been 
scarce, nobody wants to milk, and prices 
have been good. People are advised and are 
to be furnished capital to go into dairying 
more extensively. How long will it take to 
glut the market with dairy products if peo- 
ple shall follow this advice? If all the 
people of the South go into wheat-raising 
and the people of the North into raising 
cotton and diversify until everybody is 
raising a little of everything, the situation 
will remain the same as the aggregate pro- 
duction would be the same. No, diversifi- 
cation will not get you anywhere. 

Legislation does make a difference, af- 
fecting industries favorably or adversely. 

The farmer who happens to be out of 
debt and will work hard sixteen hours a 
day with body and brain, and live without 
luxuries or even comforts can succeed in a 
small way. But you know, they have come 
to believe that they have a right to live 
about as other people live. 

Any relief plan that does not contemplate 
lower prices for what the farmer has to 
buy is mostly bunk. 

Yours very respectfully, 
E. O. Nervic, 
The First National Bank, 
Humboldt, Iowa. 


Who Are the Owners of the 
Railroads ? 


T was generally understood that the 

Transportation Act of 1920 returned the 
railroads to their owners. But who are 
their owners? The answer may startle the 
person who hears it for the first time; it 
is this: 

We now have public ownership of the 
railroads! This does not mean that they 
are owned by the Government. They are 
not owned by the Nation as a nation; they 
are owned, actually and Kterally, by more 
than fifty million separate, individual Ameri- 
cans—about twice as many as have ever 
participated in any national election. At first 
blush this would seem quite incredible to 
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the average person, and he would be justi- 
fied in asking for further explanations. 

Who owns the railroads? 

Not the officials of the railroads, but 
the owners of the stocks and bonds. 

Who own the stocks and bonds? 

There are listed about two million indj- 
vidual owners, the great proportion of whom 
are small investors, including many thov- 
sands of railway employees. 

But two million people form less than 2 
per cent of the American public; are there 
any others? 

Yes, indeed. Two billion dollars’ worth 
of railroad securities is owned by the forty 
million people who compose the life in- 
surance companies, because the members 
of this “greatest family in the world” are 
the actual owners, as well as the policyhold- 
ers of these companies, One-quarter of 
the funds in the “family” reserve is invested 
in such securities, and these forty millions 
are looking to this investment to secure them- 
selves and their loved ones against want 
and suffering. 

Furthermore, the people of the United 
States have put $17,300,000,000 into their 
savings banks. This vast sum represents the 
thrift and self-sacrifice of a quarter of our 
population. Over one billion of the savings 
bank fund is invested in railroad securities 

The fire insurance companies, with their 
thirty million policies protecting most of 
the property in the United States and sus- 
taining the credit, and thereby the means 
for furnishing employment, of most of the 
Nation’s business houses, also are large own 
ers. And there are many others. 

Thus we find that more than fifty million 
individuals are the actual owners—in short. 
that “Main Street” not “Wall Street” is the 
real owner of the railroads of America.— 
From The American Ways, published by 
the Bank of the Manhattan Company, New 
York. 


An Interesting Development in 
Dutch Banking 


6¢ A FTER the trying years of the eco 

nomic crisis, which spread all over 
Europe in the course of 1920 and affected 
Dutch banking to a considerable extent, 
1923 has proved to be a year of improve- 
ment and consolidation for the Dutch bank- 
ing business, from which all weak spots 
have now been definitely eliminated,” the 
Financial Times of London states in a sur- 
vey of Dutch banking. 

“An interesting development has_ taker 
place in Dutch banking recently. Two new 
banks have been formed, mainly for the 
further development of the acceptance busi- 
ness, which has become important in Hol- 
land since the war. In one of these institu 
tions German capital is interested, besides 
that of some of the chief Dutch banks. The 
other has been founded by two of the prin- 
cipal Dutch banking institutions, with the 
cooperation of German, Scandinavian and 
English capital. 

“These new developments prove that not 
only Dutch bankers, but also competent bank- 
ing interests abroad, are satisfied that the 
position of the Dutch guilder is absolutely 
sound and that it is going to play an impor- 
tant rdle in international financing in years 
to come.” 
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Map showing location of publi 
utility propirtien: 


The American Appraisal Company 


As Available for the Smaller Utility 
as for the Larger 


For determining historical costs and the 


value of tangible and intangible property 


During the last twenty-eight years we 
have developed a balanced organization 
for making American Appraisals of public 
utility properties. 

Serving a large number of companies pro- 
vides the level volume of work necessary 
to maintain the organization on a perma- 
nent basis. 


An American Appraisal, therefore, does 
not require the use of temporary or un- 
trained personnel. 

Because it not only formulates a trained 
judgment on historical costs and the value 
of tangible and intangible property, but 


provides the recorded facts on which the 
valuation is based, it is accepted as The 
Authority. 


An American Appraisal assures accuracy, 
disinterestedness and provability in prop- 
erty analysis and valuation. 


A generation of experience supports its 
statements of values, depreciation and 
obsolescence. 


Its recognized superiority has made it the 
most widely used appraisal. 

Send for the FF-4 monograph ‘‘Determin- 
ing Fair Value.” 


THE AMERICAN APPRAISAL C OMPANY+ MILWAUKEE 


Atlanta, Baltimore, Boston, Buffalo, Chicago, Cincinnati, Cleveland, Detroit, Indianapolis, Los Angeles, Milwaukee, Minneapolis, 
New Orleans, New York, Philadelphia, Pittsburgh, San Francisco, St. Louis, Seattle, Syracuse, Washington. 
The Canadian Appraisal Company, Limited, Montreal, Toronto. 
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How the Federal Reserve Board 
Controls Flow of Credit 


Twin Brakes on Financial Machine Afforded by Open Market 
Operations and Rediscount Rate Levers. Board Refutes Sugges- 
tion that It Should Follow Traditional Policy of Bank of England, 
In Keeping Rates Higher than Those Charged by Member Banks. 


HEN production, trade, and 

employment are in good vol- 

ume and the credit resources 

of the commercial banks of 
the country are approximately all employed 
and there are signs neither of speculative 
business expansion nor of business reaction, 
Federal Reserve Bank rates should be 
neither so low as to invite the use of credit 
for speculative purposes nor so high as to 
discourage its use for meeting legitimate 
productive needs of the business community. 
It seems clear that if business is undergoing 
a rapid expansion and is in danger of de- 
veloping an unhealthy or speculative boom, 
it should not be assisted by too easy credit 
conditions. In such circumstances the crea- 
tion of additional credit by rediscounting at 
Federal Reserve Banks should be discour- 
aged by increasing the cost of that credit— 
that is, by raising the discount rate. It 
seems equally obvious that if industry and 
trade are in process of recovery after a 
period of reaction, they should be given the 
support and encouragement of cheaper credit 
by the prompt establishment at the Federal 
Reserve Banks of rates that will invite the 
use of Federal Reserve credit to facilitate 
business recovery. The reason for variable 
Federal Reserve discount rates is the neces- 
sity of adjusting rates to these changes in 
business and credit conditions.” 

In this way does the Federal Reserve 
Board in its annyal report epitomize the 
policy which moves it in regulating the flow 
of new credit in times of expansion and in 
taking up the slack in times of recession. 


How Brake Is Applied 


SSERTING that the basis of Federal 
Reserve discount policy and rates is a 
“much discussed but as yet little understood 
problem,” the Federal Reserve Board makes 
a pointed reply to the various widely cir- 
culated suggestions as to how it should put 
on the brakes or speed up the business ma- 
chine through credit control. 

“Discussions have usually addressed them- 
selves to the question of relationship that 
should exist and be maintained between Fed- 
eral Reserve Bank rates and the rates in the 
open market and between Federal Reserve 
Bank rates and prevailing rates charged by 
member banks to their customers for cur- 
rent commercial accommodation,” it states. 
“The view most widely held in financial and 
banking circles is that the Federal Reserve 
Bank rate should move in sympathy with 
general money rates, rising as they rise and 
falling as they decline. A further develop- 
ment of this theory, based upon the leader- 


ship which it is felt the Federal Reserve 
Banks should assume in the money market, 
asserts that when money conditions are 
tightening the Federal Reserve Bank rates 
should lead the rise of money rates. A still 
further and more extreme view holds that 
Federal Reserve Bank rates normally should 
be above the level of member bank rates.” 

Comparing money rates in New York, the 
report shows the rediscount rate of 4% per 
cent during 1923 was in excess of the rate on 
bankers’ acceptances and treasury certificates 
of short maturity throughout the year but 
below the commercial paper rate. Contrast- 
ing the relation between the Reserve Bank 
rate and rates charged by member banks in 
the twelve districts, the Board reported that 
the average Federal Reserve Bank was 4.47 
while the member bank rate was 5.48. Re- 
citing that the margin varied considerably 
and that in general the spread was the nar- 
rowest in those districts where the financial 
centers were located, it states that: “The 
differences in the margin reflect in part the 
differences in the costs and risks of member 
bank lending in various sections of the coun- 
try. These differences between districts also 
represent the wider margin between the 
Federal Reserve Bank rate and member 
bank rates in smaller cities as compared 
with the larger centers. With the Federal 
Reserve Bank rate at 4% per cent, the rates 
charged to customers in December, 1923, 
were 5.44 per cent for cities of 100,000 
population and over, 6.34 per cent for cities 
from 15,000 to 100,000, and 7.54 per cent for 
cities of less than 15,000. The diversity in 
member bank rates, whether considered by 
Federal Reserve districts or by size of cities 
is, therefore, apparent. It follows that the 
Federal Reserve Board, in approving the 
maintenance by all Federal Reserve Banks 
of rates at a uniform level practically 
throughout the year, was guided by no me- 
chanical rule as to the necessity of maintain- 
ing a fixed and invariable relationship be- 
tween Reserve Bank rates and member bank 
customer rates. Indeed, the observations of 
the Federal Reserve Board and the experi- 
ence of the Federal Reserve Banks make it 
certain that the Federal Reserve Banks and 
the Federal Reserve Board cannot adequate- 
ly discharge their function of ‘fixing rates 
with a view of accommodating commerce 
and business’ by the simplest expedient of 
any fixed rule or mechanical principle.” 


London Rate Not Comparable 


Endeavoring to disprove the logic of the 
principle that the discount rates of the Fed- 
eral Reserve Banks must be higher than cur- 
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rent rates for commercial purposes in order 
to be effective, the Board insists that this 
should be followed because of the “loose 
analogy” with the London market and the 
traditional policy of the Bank of England. 
“Bank rate in the London market is the 
official minimum rate at which the Bank of 
England stands ready to extend credit on 
paper of certain well-defined character,” it 
comments. “This rate is normally above 
the rate at which this class of paper is 
bought and sold in the London money mar- 
ket. It is not, however, above the rate 
charged by the London joint-stock banks on 
loans to their customers, in the form usual 
for borrowings in England for ordinary 
commercial and industrial use, that is to say, 
in the form of ‘overdrafts’ and ‘advances.’ 

“A comparison of the rate structure of the 
New York market with that of the London 
market brings out that in the New York 
market the official discount rate of the Fed- 
eral Reserve Bank is also above the open- 
market rate on that class of paper, to wit, 
bankers’ acceptances, most nearly comparable 
to the bills which are the principal type of 
paper in the London market. A comparison 
further shows that in London, as in New 
York, the bulk of the loans made by com- 
mercial banks to their customers are at rates 
higher than bank rate in London or the Fed- 
eral Reserve discount rate in New York. 

“English banking practice does not, there- 
fore, establish the inference that Federal 
Reserve Bank discount rates in order to be 
effective must be penalty rates—that is, be 
higher than the rates charged by member 
banks on customer loans. Little in the way 
of good would result from any attempt to 
adopt or set this up as the regulative prin- 
ciple in the adjustment of Reserve Bank 
rates. 


The English Relation 


is an important difference be- 
tween the relationship sustained by 
member banks to their Federal Reserve 
Banks and by London joint-stock banks to 
the Bank of England. When member banks 
lend money to their customers they obtain 
from them promissory notes which are eligi- 
ble for rediscount with the Federal Reserve 
Bank The London joint-stock banks, on the 
other hand, make most of their loans to cus- 
tomers in the form of overdrafts or advances 
which do not result in negotiable instruments 
and therefore cannot be converted into bal- 
ances at the Bank of England. The tempta- 
tion which is present under the American 
banking system to rediscount customer paper 
and relend the proceeds, because of the profit 
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What About Your 
Automobile Dealers ? 


Are you one of the many banks using this 
method to make them more profitable cus- 
tomers? 


Bankers of the United States last year loaned 
over one billion dollars to retailers in the auto- 
mobile business. 


Look at the automotive retailers among your 
customers. Is there among them one whose busi- 
ness is “shaky”—whose request for a loan is 
backed only by guesses? If so, he is not the risk 
he should be, nor the profitable customer he could 
be. 


Wouldn’t he be a better business man and a bet- 
ter customer of yours if he knew every day how 
much profit he was making; if he eliminated the 
guesswork of lost time and lost parts; if he had 
up-to-the-minute figures on which you could base 
a loan? 


As his banker, why not tell him how daily figures 
Burroughs Simplified Accounting Plan for will insure greater profits and show him how easy 
Garages Gives the Dealer Every Day— it is to get those figures? Hundreds of other 
bankers have done this—recommended the Bur- 
Proved Cash Balance roughs Simplified Accounting Plan for Garages 
Proved Bank Balance as the easiest, quickest and most economical way 
Merchandise Purchases to Date to get such necessary figures. And you will see 
Cash and Charge Sales for Day —as those bankers have—a noticeable increase in 
Sales to Date that retailer’s business, and in his value as a bank 
Expenses Classified to Date 
Amount Due Each Creditor 
Total Amount Owed by Business This simple system is, perhaps, the greatest con- 
Amount Each Customer Owes tribution Burroughs has made to better business. 
Total Due from All Customers Its success in retail businesses everywhere mer- 
its your attention—and your wholehearted rec- 

Also figures for preparing a financial statement ommendation. 


for his banker or wholesaler, and for his income 

tax report. If you have not seen the Burroughs Simplified Ac- 
counting Plan for Garages, ask your Burroughs man 
to demonstrate it to you. There’s no obligation. Call 
him today—or mail the coupon. 


customer. 


Burroughs Adding Ma- 
chine Co., 
6101 Second Blvd., 
Detroit, Mich. 
I would like to know how the 
Burroughs Simplified Accounting 


Calculating” Billing Plan will help my customers. 
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arising from such rediscount, when the Fed- 
eral Reserve Bank rate is sufficiently below 
the customer rate to make such a transac- 
tion profitable, is not present under the 
English system.” 


Open Market Operations 


its open market operations 
—the purchase and sale in the general 
and open market by Reserve Banks of cable 
transfers, bankers’ acceptances, bills of ex- 
change, Federal securities and certain type 
of obligations of minor political subdivisions 
—the Board declared that the results ob- 
tained during 1923 “demonstrated that these 
operations when wisely timed and well con- 
ceived, are, in a larger measure than has 
hitherto been generally appreciated, capable 
of giving effective support to the discount 
policy of Federal Reserve Banks without an 
accompanying change of rates. 

“The part that open-market operations 
may play in general credit policy is in- 
fluenced by the fact that changes in the vol- 
ume of securities held by the Reserve Banks 
have an effect on the volume of their dis- 
counts for member bariks,” it explains. “The 
purchase of securities in the open market 
by a Federal Reserve Bank places funds in 
the hands of member banks which these 
banks may use in the repayment of borrow- 
ings from the Reserve Banks; the sale of 
securities, on the other hand, by withdraw- 
ing funds from the market may lead to addi- 
tional borrowing from the Reserve Banks. 


The Examiner 
(Continued from page 665) 


report looks beautiful when completed— 
but did there come from the examination 
the tonic of sound advice and the emphasis 
on the weak points of the bank’s condition, 
if any existed? Possibly the bank was one 
of those fortunate ones in which it was 
all justified, but it. may have been over- 
enthusiastic and the bank failed to obtain 
the assistance to which it was entitled. 

It is easy to understand why an examiner 
is tempted to cynicism when he finds that 
he has in some case of inside rascality been 
deceived and misled, with a crash coming 
soon after he has presumably found the in- 
stitution sound. Take the experience of a 
state examiner who was so charmed by the 
affable cashier of a central Kansas bank 
that he accepted an invitation to lunch, 
played a round of golf in late afternoon, 
and guilelessly allowed the friendly banker 
to take to the mail the envelopes containing 
his requests for reconcilements from city 
correspondents—envelopes, of course, never 
sent. Ten days later came the crash—a 
little matter of a $95,000 shortage. It may 
have been some satisfaction to know that 
the banker went to the penitentiary under 
a 20-year sentence, but it probably made that 
examiner suspicious of every institution he 
entered long afterward. Yet it only went 
to prove the old adage that rascality is one 
trait humanity has never controlled. Busi- 
ness is built on faith and confidence. The 
examiner, even though he meets with be- 
trayals of trust, must keep a clear vision 
and a firm belief in the truth that men 
and women as a whole are honest, and 
that the banker, with rare exceptions, is 


The difference between discount operations 
and open-market operations is that the in- 
itiative in rediscounting lies with the mem- 
ber banks, while in the purchase and sale of 
securities the initiative may be taken by the 
Reserve Banks. The extent to which mem- 
ber banks borrow in order to replace the 
funds withdrawn by the Reserve Banks 
through the sale of securities is a measure 
of the demand for Reserve Bank credit. The 
sale of securities by a Reserve Bank may 
thus serve as a test of the degree of adjust- 
ment between the demand for Reserve Bank 
credit and the outstanding volume of such 
credit.” 


What Happened in 1923 


|B griatepegereie in a graphic way the ex- 
tent to which the changes in the volume 
of open-market holdings and of discounts 
during 1922 and 1923 offset each other in 
the total volume of earning assets, the Board 
recounted that the Reserve Banks entered 
the year 1923 with holdings amounting to 
$712,000,000 made up of $457,000,000 in 
Government securities and $255,000,000 in 
acceptances. At that time the discounts of 
the Federal Reserve System amounted to 
$628,000,000. The earning assets of the 
twelve Reserve Banks, therefore, at the be- 
ginning of the year 1923 consisted of dis- 
counts and open-market investments in ap- 
proximately equal volume. By the end of 
the year the volume of open-market holdings 
for the twelve banks amounted to $440,000,- 


doing his best to conduct his institution in 
rectitude. There may be weak judgments 
and overconfidence in borrowers; there may 
be untoward incidents that come under the 
head of “acts of Providence,” but the morale 
and the intention are sound. Only upon such 
a basis can banking exist. 

The ideal examiner is difficult to obtain— 
no one knows this better than the heads of 
the banking departments. When one is se- 
cured, he does not remain on duty long. 
Every banker can name a long list of former 
examiners, who have been taken by the 
large banks of the cities, and some of whom 
have risen to places of financial importance 
as heads of great institutions. It was be- 
cause they had the talent for constructive 
criticism, clean-cut comment and the wisdom 
that leads to helpfulness. Such examiner 
comes into the bank as a well-informed and 
just friend, seeking in every way to 
strengthen the structure of the institution, 
point out its weak places, show how they 
can be remedied or avoided, provided such 
is possible in that individual instance. He 
leaves behind a wholesome respect for his 
judgment and an earnest willingness to carry 
out his suggestions with confidence that 
they came from competent judgment and 
with sincere motives for betterment, entirely 
outside the mechanical process of auditing 
the bank’s account. 


Adequate Examination Vital 


ITH the multitude of banks in the 
farm country—many more than are 
needed—the state banking departments com- 
plain of insufficient clerical and examining 
forces. An examiner who must sit up nights 
to make out reports because otherwise he 
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000, made up of Government securities, 
$104,000,000, and acceptances, $336,000,000, 

“The reduction in the volume of open- 
market investments was accompanied by a 
substantially equal increase in the volume of 
discounts, with the result that the total vol- 
ume of Federal Reserve Bank credit out- 
standing changed but little,’ the Board 
stated. “The gradual withdrawal from the 
open market by the reserve banks during the 
first half of 1923 placed upon the member 
banks the responsibility for validating the 
continued use of the existing volume of 
Reserve Bank credit and tested the degree 
of dependence of the credit structure upon 
the volume of Federal Reserve Bank ac- 
commodation outstanding. The record 
shows that member banks met the test by 
discounting in a volume substantially equal 
to the reduction in open-market holdings. 
There was no material change in the volume 
of Reserve Bank credit in use. The reduc- 
tion of open-market holdings by Reserve 
Banks, therefore, did not result in the with- 
drawal of support, but in a change in its 
character. The fact that the reduction of 
the open-market holdings during 1923 was 
accompanied by an increased amount of dis- 
counting by member banks in a volume ap- 
proximately equal to the funds withdrawn 
by the reduction of open-market holdings 
showed that the total volume of Reserve 
Bank credit outstanding was not in excess 
of the demand for such credit. 


cannot cover his territory, and a depart- 
ment assistant who must handle too many 
reports daily to give each complete consid- 
eration, find it a severe task to fulfill the 
duties of their positions. Legislatures that 
appropriate insufficient funds for competent 
supervision and counsel to every bank are 
doing an injustice to their states. 

One of the strongest elements in banking 
safety lies in the efficiency of the examina- 
tions, meaning thereby not only a complete 
knowledge of the physical condition of the 
institution, but with so full an understanding 
of such problems as present themselves that 
a comprehensive program for the future 
may be mapped out either by the examiner 
or his superior. Cooperation between the 
banking department and the banker is pos- 
sible only when this condition prevails. 

The next few years are likely to see im- 
provement in country banking conditions in 
the states where there have been such serious 
blows because of agricultural depression. 
Partly this will come from sounder farm- 
ing methods; partly it will come from con- 
solidations of banks—sixty-nine consolida- 
tions tooks place in 1923 in five western 
states—and partly because banking depart- 
ments are entering more fully into the idea 
that helpfulness is an important element in 
their operation. 

In this program of betterment none 
will have a larger part than the examiners, 
the men who will come close to the bank 
itself and on whose judgment and recom- 
mendations will depend much of the success 
attained in making headway. The task 
calls for straight thinking and broad com- 
prehension. It is fortunate that so many 
of this important group of earnest workers 
possess such characteristics. 
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“The Viewpoint 
of the Employee 
is the Most Neg- 
lected Asset in 


Industry.” 


Retrenchment ? 


N a certain typical business, 

production costs climbed peril- 
ously last year. Higher prices de- 
veloped stubborn resistance to 
sales. Profits slumped. Some- 
thing had to be done! And so “re- 
trenchment” is the sinister word 
passed around their directors’ 
table. 

Experience proves that sound 
retrenchment is far more difficult 
than expansion, because it requires 
scientific analysis to determine 
where the deadwood is. Many a 
business has as high as 25% dead- 
wood that Management uncon- 
sciously has ignored for years be- 


cause it does not sense that the 
deadwood is there. 

In the face of grilling competi- 
tion, every production reserve will 
be needed in the coming months to 
hold hard-won trenches. Markets 
lost in 1924 may never be recap- 
tured. 

In any line of industry, directors 
and chief executives will find it 
profitable to invite us to confer 
with them, without obligation. We 
can show how expenses may be re- 
duced without sacrificing vital 
future plans, and how to effect 
that sound retrenchment which 
saves money, enhances stability 
and cements organization. 


Send for booklet G-4 
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A Distinguishing Mark 
Of The Modern Bank 


Ready adaptability to the needs 
of its customers is one distinguish- 
ing mark of the modern commercial 
bank. 


Because of its experience, its con- 
nections, its resources, Bankers Trust 
Company is both able and willing 
to adapt itself in every way possi- 
ble to assist sound and constructive 
business enterprise, whether local, 
national or international in scope. 


This is true of all four offices of 
this Company, because each is the 
Bankers Trust Company. 


BANKERS TRUST 


COMPANY 


NEW YORK 


Leaks in Banking 


(Continued from page 639) 


sentation, if any was made, in clearing up 
misunderstandings, and in disproving any 
misrepresentation. 


Meritorious Publications and 
High Grade Solicitors 


HAVE placed so much emphasis on waste 

in business-getting through the use of 
worthless media of advertising that a 
word of explanation should be made. A fter 
what has been said, it would be an easy mat- 
ter to regard advertising media generally 
as all bad, or all solicitors as being ex- 
ploiters of bankers who may be ignorant of 
what constitutes good advertising. Let me 
say that there are many good media of 
which banks should avail themselves, and 
there are many solicitors of advertising 
whose friendship should be cultivated, and 
whose advice is sound and whose service is a 
good investment. 

Let our banks cooperate—let them work 
collectively and through community groups 
reach definite conclusions as to which of the 
local media are good advertising, which 
are charity and which are either worthless 
or nearly so, and having analyzed the local 
field, let them catalogue the good and dis- 
regard the ineffective. Let them buy adver- 
tising solely on its merits as a medium for 
securing new business and building public 
confidence. 


Having Eliminated Waste— 
What Next 


T is not the purpose of this discussion to 

point out where thousands of dollars now 
being wasted can be saved in order to build 
up a larger undivided profits account, but to 
urge upon banks that they make a clean 
sweep of worthless media and apply what 
is saved on the purchase of better advertis- 
ing. Set aside a day, or week, or a month if 
necessary, for a consideration of media in 
use, weigh each carefully to see if it is all 
that was claimed for it, and ascertain if it is 
actually producing good results. Such an 
investigation, if thoroughly made, should 
prove certain points. One is, whether your 
bank is wasting a part or all of its adver- 
tising funds on ineffective media. If you 
should find dead timber in your advertising 
program, do not spare the axe, 


ECAUSE a number of inquiries come to 
the bank for information on how to 
bank by mail is not sufficient reason for the 
publication of a booklet on the subject, and 
yet that is exactly what follows in far too 
many instances. The truth is, on the slight- 
est manifestation of interest in a banking 
service, banks are inclined to stock up on 
booklets. This voluntary demand is gen- 
erally limited, and unless a bank has detinite- 
ly planned for a campaign, caution should 
be exercised so as not to stock up on litera- 
ture for which time will show there was 
only a small demand. Of course in a pinch 
even a generous supply of literature can be 
forced out upon the public, either over the 
counter, or by inserting it in outgoing mail, 
but such a distribution is not always result- 
producing. 
In order to prevent waste in the use of 
booklets, banks should first carefully analyze 
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the field and conservatively estimate the 
probable demand, and plan a method of dis- 
tribution. Only when convinced that the 
publication of a booklet is justified should 
one be used. 

Having published or purchased booklets 
they should never be stored away on dusty 
shelves in the back room to be forgotten 
until they have become dingy and obsolete, 
but should be placed in circulation where 
they can work for the bank. It is quite evi- 
dent from the millions of booklets that are 
burned each year by our banks that not every 
banker has learned the lesson that booklets 
kept on the bank’s shelves are about as use- 
ful as business-getters as a piece of hemp 
rope would be to a starving man. 

One of the most common mistakes made 
is to horde booklets. If a booklet proves 
popular and there is a heavy demand for it, 
some bankers noticing their fast diminishing 
supply will begin to put on the brakes, and 
four-wheel brakes, too, and try to stem the 
outward flow of their booklets. Instead of 
holding back and conserving their stock they 
should freely and gladly meet the demand. 
It is their golden opportunity to get over 
their bank’s name and message in a big way, 
and they should therefore capitalize the op- 
portunity to the fullest extent. 

Time after time banks buy booklets with- 
out any plan of distribution. They are re- 
ceived and paid for before any consideration 
is given to the method of getting them in 
circulation. Finally, as no better plan is 
suggested, they are either forced out on the 
public by the “forced-feed and splash 
method” or just the opposite, they are stored 
away in a back room and forgotten—and 
again, as is true in so many cases, booklets 
are charged with being ineffective, when as 
a matter of fact the booklets should never 
have been bought without first having a 
good plan of distribution. 


Waste in Specialties, Commonly 
Called Novelties 


PECIALTIES, ranking from fly swatters 

up, are bought each year by the millions. 
They are “good, bad and indifferent.” A 
salesman approached me one day with a 
proposition by which I was to buy 100,000 
large wooden whistles for distribution to 
school children on their way to and from 
school, Imagine the havoc which would 
have been wrought in the discipline of these 
children had the bank equipped each boy and 
girl with a whistle, to say nothing of thou- 
sands of distracted parents who would also 
come in on the deal as these same children 
returned home. It is enough to frighten 
you just to anticipate the kick-back this 
would produce. Yet, banks had bought 
whistles and they had distributed them, for 
the salesman presented their testimonials. If 
the truth was known, the probability is these 
testimonials were written before adverse re- 
action had actually set in. 

Another salesman recommended wooden 
toothpicks, on the basis that if the bank had 
its name stamped on them, its name would 
be in the mouth and on the tongue of every 
person in the community. 

Buying specialties by hit and miss or grab 
bag methods, or just because you like them, 
is an extravagant use of the bank’s advertis- 
ing appropriation. My hat comes off to the 
manufacturer of golf ball paper weights for 
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Financing 


Wm. A. White & Sons 


Established 1668 
Cedar Street 
New York City 


We analyze corporate finances, 
prepare plans and negotiate new 
permanent financing for estab- 
lished, successful enterprises 
where the amount involved is of 
sufficient size to justify expert 


analysis and recommendations. 
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Announcing 


MOODY’S 


Rating Books 
1924 Editions 


ELIVERIES are now be- 

ing made on the Govern- 
ment and Municipal Volume. 
The Industrial Volume will be 
ready May 15th; the Public 
Utility Volume June 30th; 
the Railroad Volume Septem- 
ber Ist. 


Orders should be entered im- 
mediately to ensure prompt 
delivery. 


$80 the Set, or 
$20 a Volume 


MOODY’S 


Investors Service 
JOHN MOODY, President 
35 Nassau Street, New York 


CHICAGO BOSTON 
PHILADELPHIA LOS ANGELES 


Warnings 
Read the Protective Sec 
tion of the Journal for Warn- 
ings Which May Prevent 
Losses to Banks. 


Declaration of 


Independence 


A facsimile copy of the Declara- 
tion of Independence has been is- 
sued by the John Hancock Mutual 
Life Insurance Company. 

This reproduction is a composite 
reduced facsimile, one-quarter size, 
taken from a facsimile reproduc- 
tion of the original Declaration of 
Independence made by W. I. Stone 
in 1823, under the direction of John 
Quincy Adams, then Secretary of 
State. The original engrossed Dec- 
laration is in the custody of the Li- 
brarian of Congress at Washington. 
The John Hancock Company will 
send this copy of the Declaration 
free for framing. 
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he certainly hit upon a wonderful idea. I 
have never met him, but I venture to say he 
is a student of psychology. He knows that 
bankers as a class are golf bugs, and for this 
reason almost any specialty which resembles 
a golf ball or a golf scorecard stands a good 
chance of making a decided hit. But to the 
millions of people who are not interested in 
golf, who look upon it as a lazy man’s game, 
a golf ball paper weight is about as appro- 
priate as a cowbell. The Iowa farmer pre- 
fers a specialty resembling a luscious looking 
ear of yellow corn; the baseball fan a minia- 
ture baseball; the sailor an anchor; and the 
aviator a miniature aeroplane. Just because 
a banker is a “bug” on golf doesn’t justify 
the purchase of golf ball paper weights for 
general distribution to the rank and file of 
people. 

In buying specialties observe the following 
rules and good results are almost certain to 
follow. Buy a specialty that comes the near- 
est to meeting the approval of the largest 
number of people, or, if buying for a special 
class of people, a specialty which fits into 
their particular line of business. 

Buy specialties which have the greatest 
utility, in other words, which are used al- 
most constantly. Buy a durable specialty— 
a specialty which is portable and may be 
conveniently carried on the person or in a 
handbag—a specialty which is attractive and 
appropriate for use by a bank. 

Never buy a specialty just because it is 
a novelty, or because it has wheels which 
go around, or will fly, or makes a noise, nor 
just because you like it, for you may be 
the only person to whom it appeals. 

Bait 
gees for new business is of doubt- 
ful value; perhaps this is not entirely 
true as to its pulling power, but more par- 
ticularly as to the quality of business result- 
ing therefrom. 

In baiting for customers some banks con- 
tribute the first deposit in cash, on condition 
that other deposits are made, or, as in some 
cases, banks offer a part of the first deposit 
without restrictions as to withdrawal. 

Fishermen tell us that it takes certain 
kinds of bait to catch certain kinds of fish. 
It is reasonable to assume that so long as 
we have people who are on the lookout for 
everything that’s free, the offering of a 
sum of money free will have an irresistible 
appeal to this class, and accordingly they 
will respond in large numbers. 

Having secured them by purchase, is it not 
reasonable to assume that a majority will 
expect more in the way of free service than 
will depositors who open accounts without 
receiving a money consideration in lieu of 
their patronage? Furthermore, it is to be 
expected that many of this class, having 
opened accounts solely in order to get the 
liberal cash offer, will at the first oppor- 
tunity withdraw, patting themselves on the 
back for having put one over on the bank. 

The lottery method of placing a certain 
number of cash prizes in passbooks sorted in 
with about four times as many which con- 
tain blanks is in my opinion a waste of 
money, to say nothing of the fact that in 
some states it constitutes conducting a lot- 
tery contrary to law. Again the induce- 
ment held out as bait is a chance to get 
something for nothing. 


Those who draw a passbook containing a 
monetary reward are momentarily made 
happy upon realizing that their lucky star 
is in the heavens. Those who draw blanks 
are disappointed and feel that perhaps the 
cards are stacked against them, and th 
drawing is not exactly on the square. The 
number of disappointed depositors so far 
outnumbers those made happy that the ad- 
verse reaction resultant therefrom classifies 
the whole proposition as a waste of funds 
intended to be for the purpose of getting 
new business. 

Both methods have strings tied to them, 
or conditions, which sooner or later are al- 
most certain to lead to more or less dispute 
and trouble, especially where the terms are 
not lived up to, or the depositor finds it 
necessary to withdraw his account before 
the expiration of his contract. 

Yes, the bait and lottery methods are very 
attractive to that type of depositor who is 
taking everything he can get as long as it is 
free—the type who floods our mail with 
letters to various concerns for free samples, 
but, on the other hand, it is an extravagant 
use of the advertising appropriation because 
of the class of business it attracts. 


Waste in Mailing Lists—How 
To Prevent It 


age of dollars are wasted by 
banks annually on mailing lists. On first 
thought direct-by-mail advertising looks as 
simple as A, B, C. Most banks regard it 
as a medium which needs very little super- 
vision. Such is not the case. There are 
problems coming up constantly which re- 
quire attention, 

In some localities mailing lists lack perma- 
nency, people are shifting about incessantly, 
and this makes it necessary to revise the 
lists frequently in order to keep them free 
of dead timber. 

It is my suggestion that banks make it 
a rule never to purchase or make up a mail- 
ing list unless they have first formulated 
very definite plans as to its use. 

Too many banks get out lists first and 
then look around for ways of using them, 
only to find in some cases that they cannot 
be used successfully, and into the discard 
they go—a total loss. Other banks fail to 
first count the cost of maintaining the lists 
down-to-date. 

In other cases no allowance is made for 
non-delivery of mail, which ranges all the 
way from 5 to 25 per cent. Besides, there 
is the cost of the letters, booklets, folders, 
addressing, envelopes and stamps, all of 
which should be carefully estimated before 
a list is either purchased or assembled. 

Another point often overlooked and which 
has a very direct bearing on whether or 
not a bank should buy or make up a mailing 
list is the number of times it will be used. 
Banks should know whether it is a one-time 
proposition or a medium which they can use 
regularly. If an experiment, naturally the 
list should be limited as to number of names 
and cost. Never trust to luck in the use of 
mailing lists and never buy or assemble a 
list until you have carefully considered 
direct-by-mail advertising from every angle. 
If properly handled, mailing lists afford a 
splendid channel through which a bank can 
reach the public; but if neglected, a great 
waste is sure to follow. 
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Waste In Supplies—How To 
Prevent It 


Y this I do not mean “lead pencil” econ- 

omy only, but refer especially to the 
numerous forms used within and without a 
bank. By way of example, some banks feel 
it is more economical to give depositors a 
check book of fifty checks than one of 
twenty-five, and in this way save on binding 
and covers. Evidently they overlook the fact 
that in a majority of cases customers seldom 
entirely use up a book of fifty checks. 

Many new accounts are closed out with 
the first check; others, old and new, are 
closed before the first check book has been 
half used up. Many old depositors either 
lose or misplace their book of checks and 
call for another. Go through the writing 
desk in the average home or office, and you 
may expect to find as many as a half-dozen 
partially used check books. If the fact was 
known, probably not one out of every five 
checks passed out over the counters of our 
banks are ever presented for payment, so 
great is the wastage in checks, 

In the interest of greater economy there 
is much to commend the use of check books 
or fillers containing twenty-five checks only, 
and this is particularly true in supplying 
checks to new depositors, at least, until their 
ordinary requirements are known to the 
bank. 


Waste In Forms and Systems— 
How To Prevent It 


HE use of forms of a more or less 

complicated nature is to be discouraged 
in favor of simplicity. This. calls for a 
revision and elimination, and in some cases 
a consolidation of two or more forms of 
similar character into one. 

All intricate and complex systems should 
be simplified. Just because a bank has used 
a certain system of accounting for twenty- 
five years is no reason why it should be 
continued indefinitely. In fact, it is a good 
reason why it may need revision. Because 
Jones, the old, reliable standby in the ac- 
counting department for forty years, clings 
to old-fashioned ways of keeping accounts 
is no reason why his worn-out practices 
should be perpetuated. If one journal 
sheet can be revamped in its arrangement 
so as to take the place of several now in 
use, the change ought to be made in the 
interest of economy. If there is a duplica- 
tion in bookkeeping, the practice should be 
discontinued at once. 

If employees are working at a great 
disadvantage, taking ten steps to complete 
a transaction which could be done with two 
steps, thereby slowing up the work, these 
hindrances to efficiency should be removed. 

What has been said about waste in forms 
and systems can be duplicated to a large 
degree in the use of time around a bank. 
Time costs the bank money at the rate of 
so much per hour. If time is not used to 
the best possible advantage, the bank suf- 
fers a loss, for there should be a profit 
to the bank on the time of every employee. 
If that time is wasted through idleness, or 
if work is executed in the hardest possible 
way, instead*by short-cut and efficient meth- 
ods, then there is waste. 


(Concluded on page 676) 
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Business which has 
never decreased 


re more than forty years, regard- 


less of prosperity or depression, the 
business of the American Telephone 
and Telegraph Company has stead- 
ily increased. The gain in the num- 
ber of telephones has been much 
ahead of the growth of the popula- 
tion because a larger proportion of 
the population has found it profit- 
able to have telephones. Telephone 
service has become practically uni- 
versal and each added subscriber 
makes the service more valuable for 
every other subscriber. 


Telephone service has become vital to 


the country’s progress. Because of 
these facts the business of the 
American Telephone and Telegraph 
Company has steadily increased in 
volume, and the investment value 
of its properties and their earning 
power have kept pace. 


A.T. & T. stock pays 
$9 per year dividends. 
It can be bought in 
the open market to 
yield about 7%. Write 
for full information. 


ELL TELEPHONE 
SECURITIES CO. he. 


D.E Houston, President 
195 Broadway NEW YORK 
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The Best of Times 


é66°W T was the best of times, it was the 

worst of times; it was the age of 

wisdom, it was the age of foolish- 
ness; it was the epoch of belief, it was the 
epoch of incredulity; it was the season of 
Light, it was the season of Darkness; it was 
the spring of hope, it was the winter of 
despair; we had everything before us, we 
had nothing before us; we were all going 
direct to Heaven, we were all going direct 
the other way—in short, the period was so 
far like the present period that some of its 
noisiest authorities insisted on its being re- 
ceived, for good or for evil, in the super- 
lative degree of comparison only.” 

Thus wrote Dickens of the year of 1775 
in setting the stage for his “Tale of Two 
Cities.” In similar mood one might today, 
without recourse to exaggeration, assemble 
an even stranger array of high points and 
low points to show that society, now as 
then, seems to be afflicted with a sort of 
psychic measles, causing individuals to break 
out, not on the skin, but out of bounds of 
conventionality, out of the outer bounds of 
legality and, beyond the latter, out of bounds 
of decency. 

There never was so much money and 
never such an insatiable desire for money. 
There never was so much general pros- 
perity and perhaps never more complaint 
from some parts of the country about lack 
of prosperity. 


had been days when men and 
women would have been happy to have 
had merely the opportunity to work for their 
daily bread, but the daily bread standard 
had been left behind. Daily bread had come 


to be nothing at all. Unconsciously there 
had grown up a new interpretation of the 
Biblical injunction to “take no heed of the 
morrow” insofar as it related to food and 
clothing. These latter had become things 
of lesser importance with the mass. There 
were other things in life over which they 
were concerned against the coming of the 
morrow, for though machines magic-like did 
most of the work of mankind, society had 
seemingly become infected with this me- 
chanical environment, with the result that 
the characteristics of the machine were 
typified in a two-fold manner. Life had 
taken on the speed of whirring wheels; the 
insatiable appetite of a machine seemed to 
be reflected in the ever-increasing wants 
on the part of mankind. 

Short cuts were much in vogue. 


Old- 


fashioned men by the slow process of pil- © 


ing one dollar on top of another had been 
able in the course of years to purchase a 
membership in a home for old people, in 
which they might rest, but in this new time 
bright young men, taking heed of the super- 
needs of the morrow, essayed to accomplish 
the work of a lifetime at a stroke. 

This often was done with the aid of a 
popular hand-tool called an automatic with 
which the bright young man, sometimes ac- 
companied by a slip of a girl with bobbed 
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hair, summarily took from a_ prosperous 
tradesman all of his money and gave him 
in exchange a word of warning, or an exit 
to eternity, depending upon the victim’s tem- 
perament. The hold-up by day and by 
night became one of the picturesque parts 
of American life. Law and authority in- 
terfered with this, to some extent resulting 
in many long prison terms for some and 
painless execution for others who had been 
caught, but there seemed nevertheless to be 
an astonishingly prevalent disposition to risk 
both liberty and life rather than to eke out 
a merely comfortable living in the fashion 
of other days. 

Some of these gentry were men of large 
ideas such, for instance, as the pair who 
stole a million dollars’ worth of mail and 
then managed to escape safely from a peni- 
tentiary to which they had been consigned 
for a long period of years. The tales of 
old banditry which, because they were so 
outrageously bold, were regarded by early 
readers as necessarily of fictitious creation, 
were in this later day regarded by common 
consent as extremely crude and small. 


were people who believed that law 
as law did not have the same high stand- 
ing as of yore. Perhaps that was because so 
many laws were being ground out in so 
many legislative mills that the enactments 
had lost their nature as mandates and guides 
and had entered more into the class of ideal- 
istic reading matter. Many thousands of 
new laws had been enacted in state and 
nation, and in 1924 there were still throngs 
around all the legislative mills with a legal 
grist for the grinding. 

The fashion of making laws had become 
so common that it was no uncommon thing 
for groups of men without any legislative 
mill to make their own laws on the spot. 
Thus it happened that miners and militia 
had murdered each other by wholesale, and 
nobody thought very much about it because, 
being in the habit of reading a good batch 
of murders in the morning papers and see- 
ing realistic moving picture presentations of 
violence by favorite idols between dinner- 
time and bed-time, the general public had 
become used to and even bored by such 
things. 


was so very much of wealth that 
it was no unusual thing to hear of milady 
misplacing a mere trifling ornament valued 
at $50,000, or to read a report of her mur- 
murs of displeasure over having much more 
stolen in personal ornaments. Annoying to 
the lady to be sure, but it lent color and 
romance to the daily life, which was worth- 
while even though it may have been sus- 
pected of causing dissatisfaction among some 
few who did not have the knack of keeping 
two meals ahead, And it was unfortunate 
but true that in this refined and prosperous 
age there were malcontents of such fierce- 
ness that a few years back they exploded 
a bomb in the midst of the nation’s financial 
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center, killing thirty-odd innocents, who 
after all were merely earning an honest live- 
lihood after the manner of their kind. 

The world was full of contradictions, 
Medical science and surgery had prolonged 
the average life by many years. Science 
had made wonderful advances. The crew 
on the rum fleet off shore, while waiting to 
discharge the cargo of contraband liquor 
—highly profitable because people thought 
so much of liquor and so little of law—might 
of a Sunday evening hear a good talk on 
morality. Or a man from some foreign 
country stealing in to become a good citizen 
might stop at a wayside inn and “listen in” 
on a wireless talk on how to fix up his in- 
come tax blank. 


i all the smashing and breaking of rec- 
ords and bones and reputations, it was 
quite in order that someone should smash 
down the partition between this world and 
the next, and so it came about that some 
scientists averred that they were communicat- 
ing with those who had departed this life. 
Other scientists of a more practical turn of 
mind devoted themselves to communicating 
with those still in this life and made very 
handsome livelihoods out of communications. 

Everything from philanthropy to prize- 
fighting was on a tremendous scale—a won- 
derful life in a wonderful age—but some- 
how life had become so complex that there 
was a suspicion here and there that it was 
becoming just a little too complex, the sus- 
picion that perhaps a grain of sand or two 
had entered in, that perhaps some parts of 
the machinery of the thing called life were 
out of adjustment. 

These and many more strange things were 
witnessed in and about the year of 1923, 
when time itself occasionally seemed to 
have the illusion—though, of course, only 
an illusion—that it, too, had quickened its 
step. 

But what did it all portend? That the 
thing known as civilization had ascended to 
a new level; that many—too many—people 
had not yet become accustomed to living 
rationally at this new altitude. 


Leaks in Banking 


(Concluded from page 675) 


The best way I know of to prevent waste 
in the actual every-day operations of a bank 
is to encourage employees to study their im- 
mediate problems and make suggestions for 
greater efficiency. An offer of $5 for every 
suggestion which the bank can use, and 
which, when put into use, will prevent the 
waste of time and supplies, will be worth 
to the bank many times its cost. 

Unnecessary waste in a modern bank is 
not a matter of lead pencils and rubber 
bands. Of course, a bank should be eco- 
nomical in the use of the smaller items, but 
never to the extent that it is blinded to the 
larger wastes. 
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SERVICE wos. RATES 
as applied to Travelers Cheques 


N considering the patron’s best interest, is not the matter of Service of 


paramount importance? 


From February, 1922, through July, 1923, practically all issuers of Trav- 


elers Cheques charged the same rate of commission: 


3%, of 1 per cent. 


The preference for American Express Travelers Cheques during this 


period was overwhelming. 


This preference was not then nor is it now based on price. 


The traveling public recognizes that in the 
wide and efficient personal service which the 
American Express Company extends to trav- 
elers everywhere, American Express Travelers 
Cheques earn and are worth the 3% of 1 per 
cent asked for them. 


When broadly viewed, the traveler knows that 
the entire cost of Travelers Cheques is an in- 
significant incidental expense as compared to 
the total cost of any journey. 


The fact that American Express Service to 
travelers is not limited exclusively to carriers 
of American Express Travelers Cheques, but is 
open and free to travelers in need anywhere, 
does not lessen the extra value of these cheques 
—nor lower the necessity for a slightly higher 
charge. 


To illustrate this point: A former customer 
of American Express was induced to buy a 
cheaper cheque. He was told that he could 
save % of 1% (25 cents on $100)—and still get 
all the American Express travelers Service. 
He found it to be true. He found also that 
American Express was the only Service abroad 
of its kind available. He had to use it. But, 
as he frankly confessed to us, with much cha- 
grin, on his return, to do so made him feel little 
and cheap. He considered this particular econ- 
omy was far from being to his best interest. 


Patrons of your bank, traveling abroad, should 
know these facts: 


That the American Express Company has its 
own offices in the principal cities of the world. 
That ninety per cent of American travelers 
make these offices their headquarters, get their 
mail there, leave forwarding addresses, obtain 
advice and assistance. 


That at all principal ports and railway stations, 
travelers will find uniformed American Express 


representatives, ready to act as interpreters, aid 
in customs ‘formalities, give advice as to best 
accommodations, etc, 


That American Express offices abroad repre- 
sent all railway and steamship lines and offer 
every facility for routing and reservations. 


And, in this country, American Express Ser- 
vice to travelers is equally helpful. The 
American Express Company, and its affiliated 
company, The American Railway Express, 
have offices and personal representatives in 
every town where there is a railroad station 
(26,700 offices in all). 


The express agents at these offices invariably 
look upon the traveler in need as their custom- 
ers. To a stranger getting off the train—a 
motorist passing through town—women travel- 
ing alone or with children, the express agent 
is a friend in deed, and always on hand. In 
towns where there is no bank, or the bank is 
not open, he is able to cash American Express 
Travelers Cheques. He is apt to be the best 
informed man in the neighborhood. He knows 
the roads and distances, can point out hotels 
and restaurants to fit the purse; is familiar with 
the town history and the interesting places to 
visit ;—and he knows the “speed pitfalls.” 


Because American Express Travelers Cheques 
are the oldest and best known, they are more 
freely accepted in payment of bills at stores, 
shops, garages, etc. 


After careful study and consideration of the 
subject of rates on Travelers Cheques, the 
American Express Company believes that 34 
of 1% is fair and right. Only at this rate may 
a superior Service to patrons be maintained. 


Service, we trust, and not the rate of commission, 
will be considered as the paramount issue in con- 
nection with Travelers Cheques. 


American Express Co. 


6§ Broadway, New York 


OFFICES IN ALL THE PRINCIPAL CITIES 
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National Wealth 
(Continued from page 632) 


Thus by adding the three missing items 
and the estimate for Oklahoma to totals al- 
ready announced, we come within close ap- 
proximation to the final official figure. Ap- 
parently, by this process, our national wealth 
as of Dec. 1, 1922, will be estimated by the 
Census Bureau at about $322,000,000,000, 
somewhat more than $2,900 per capita. 

In 1912, when the last similar estimate was 
made by the Census Bureau, the total was 
placed somewhat in excess of $187,000,000,- 
000, or about $1,965 per capita. Apparently, 
we have added $135,000,000,000 to our na- 
tional wealth during the decade. This is at 
the rate of more than 70 per cent for the ten 
years, an average of 7 per cent a year. In 
dollars and cents we seem to have grown 
richer by more than $1,000,000,000 a month 
between censuses. 


Slower Rate of Increase 


HE rate of increase has not been so fast, 

however, as it was during the period be- 
tween the censuses of 1904 and 1912. In 
those eight years our national wealth in- 
creased, it is estimated, about $81,000,000,- 
000, more than 75 per cent, or an average of 
nearly 914 per cent a year. And from 1904 
to 1922 our estimated national wealth in- 
creased almost 200 per cent. It stood, on 
New Year’s Eve fifteen months ago, at near- 
ly three times the total of eighteen years be- 
fore, when it was estimated at $107,000,- 
000,000. 

What composes the bulk of our national 
wealth? Real estate, the records say, im- 
proved and unimproved. And how the 
figures have risen! In 1912 the total ap- 
proached $98,000,000,000 in taxable real 
estate alone; in 1922 it will soar close to the 
$160,000,000,000 mark. When we add to 
these. tax-yielding property values the esti- 
mates of tax-exempt real estate we strike a 
grand total of about $180,000,000,000, or al- 
most 60 per cent of the entire wealth of the 
nation, of whatsoever sort and kind. 

The two classes of real property are esti- 
mated separately. Tax-exempt real estate, 
which includes property owned by the vari- 
ous forms of government, churches, schools, 
parks, etc., is put down for approximately 
$21,000,000,000 in 1922 as compared with 
about $13,000,000,000 a decade before. 

However, we should bear constantly in 
mind that the totals are only estimates. They 
are as nearly accurate as long and painstak- 
ing work can make them, but when we look 
into the manner in which the figures were 
obtained—the method which appealed to the 
enumerators as the most sensible and prac- 
tical—it can be seen at a glance that of 
necessity the total is purely an estimated 
total. 


Ascertaining True Values 


HE values were obtained from the vari- 

ous taxing authorities of the 3000 coun- 
ties throughout the United States. Each 
county, of course, is a taxing unit unto itself. 
In some counties, real estate is taxed at 
nearly its market or appraised value; in 
others, it may be taxed as low as 25 per cent 
of its appraised value. Each county, in fact, 
estimates the value of its real estate. It has 
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been the function of the Census Bureau to 
ascertain, so nearly as possible, the percent- 
age of appraised or true value upon which 
the levy was based. 

Having ascertained that, the Bureau at- 
tempted to work out the true value of the 
properties affected. Thus in the case of a 
county in which taxes were assessed on a 
50 per cent basis, the assessed valuations of 
the real estate were multiplied by two to 
obtain the approximate real value, and so on. 
Such treatment, while it is the only method 
that seems practical, leaves wide margin for 
error in 3000 basic calculations. 

Our total appraisal of real estate values 
therefore is an estimate based on 3000 other 
estimates which, in turn, were based upon 
numerous other estimates. Marvelous, in- 
deed, would be the work of the thousands of 
men and women involved, if the census total 
would match within many billions an actual 
inventory of real estate values throughout 
the nation. 


Agricultural Products Next 


| ppl in size are totals covering agricul- 
tural, manufactured and mining prod- 
ucts; imported merchandise; clothing and 
personal adornments; furniture; carriages 
and kindred property, including the value of 
merchandise stocks. These are grouped un- 
der the heading “All Other Property” in the 
census enumeration. The estimate in 1912 
was about $34,000,000,000; in 1922 it will 
approximate $76,000,000,000. 

The best possible estimate—but how nearly 
accurate no man, not even the enumerators, 
can possibly say. A single illustration will 
suffice to show the difficulty of obtaining any 
hard and fast total for this great classifica- 
tion. Let us go back to the instance men- 
tioned at the beginning of this article—the 
discussion of clothing values. 

As a result of that discussion, the enum- 
erators decided to ascertain the value of the 
nation’s clothing by sending a questionnaire 
to a cross-section of American life. Ac- 
cordingly such a questionnaire was prepared 
and 40,000 copies were mailed to a carefully 
selected list. The list contained many per- 
sons in every walk of life. They were asked 
to advise the Bureau the value of their 
clothes. 

Many thousands of persons replied. It is 
assumed that they gave reasonably accurate 
figures—unless they happened to forget 
dress suits, overcoats, socks or other things. 
The replies were checked*against those re- 
ceived from a smaller and more carefully 
selected group of men. The smaller group 
was composed of the leading statisticians of 
the country. And the two sets of replies 
were astonishingly different. 

Here was a pretty kettle of fish. If the 
statisticians were right, obviously the ordi- 
nary citizens were wrong, and vice versa. 
The probability, as the Census Bureau saw 
it, was that neither group was entirely ac- 
curate. So an adjustment was carefully 
made, as the only thing that could be done, 
and the adjusted figures were used in com- 
piling the grand totals. Also other records, 
such as those of manufacturers, were con- 
sulted. 


Are the Estimates Accurate? 
HUS on a reconciliation of two sets of 
answers to about 40,000 inquiries and on 

other information were wrought estimates 
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covering nearly 110,000,000 people. Are the 
estimates accurate? They were compiled by 
skilled workers diligently seeking the truth, 
workers trained to their task as none other. 
No reflection, of course, is intended upon 
their skill or judgment; on the contrary, the 
author knows some of these men personally 
and has the highest admiration for their 
ability. 

But the question persists: How nearly ac- 
curate is the estimate? 

Take the railroads for instance. The esti- 
mates will disclose their total value at about 
$21,000,000,000. This valuation was taken 
over bodily from the Interstate Commerce 
Commission. It may or may not be accu- 
rate. If it is accurate, the railroads have 
appreciated less than 25 per cent during the 
decade while property of almost every other 
kind appreciated about 75 per cent. 

That provokes thought and inquiry. So 
we find that much of the commission’s valu- 
ation is based on book values of property 
acquired before the rise in prices. Such 
figures are lumped with more recent and in- 
flated values. We have therefore a hodge- 
podge of dollar measurements, some made in 
100-cent dollars, some in 50-cent dollars and 
some in 60-cent dollars. And what can such 
a total show? 


The Five Billion Blossom 


major item, motor vehicles, ap- 
pears in the 1922 classification. In 1912, 
when there were relatively few motor cars, 
this item was buried under another heading. 
Now it is a $5,000,000,000 blossom. The 
figures represent careful thought. 

Thought, yes; but the Census Bureau did 
not—could not—attempt the impossible job 
of placing a value on every car in the United 
States. Instead, it sought competent advice; 
it fixed the life of the average motor car at 
seven years; it studied production statistics ; 
it consulted records of registration and tax- 
ation; it called in manufacturers’ experts; in 
short, it took every step suggested by a long 
and exhaustive investigation. The result is 
an estimate no man can confirm or gainsay. 

There is another slant to the census, too. 
The 1922 estimates deal with values as of 
1922, They show an increase of about 70 
per cent over 1912. 

But during that decade commodity values 
rose about 64 per cent, or only 6 per cent less 
than the rise in estimated wealth. This leads 
to the thought that perhaps all but 6 per 
cent of the indicated increase in our national 
wealth during those eventful years from 
1913 to 1922 was due to the lowered pur- 
chasing value of the dollar. 


Are We Worth More? 


ie actual possessions, disregarding the dol- 
lar standard of measurement, it is doubt- 
ful if we accumulated more than a pittance 
in national wealth during those ten years. 
The figures are higher because the dollar 
was worth less in 1922 than it was in 1912. 
But have we more houses, clothes, furniture, 
chewing gum and hairpins than we had 
then? If so, how many more? That is the 
true measure of accumulated wealth. 

From 1914 until the summer of 1917 our 
activity was industrial and at high pitch. 
But our products did not accumulate. They 
were sent in ever-growing volume to the 
theatre of war abroad. 


= 
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The silver lining back of 
American Express Travelers Cheques 


A successful American business 
man who had been buying art 
in Vienna was returning to Italy 
through Switzerland, when some- 
thing happened. He writes: 
“When I got off my train at the 
border a crowd gathered around 
me, gesticulating and shouting. 
I could not understand a word 
and was greatly perturbed. They 
would not let me board the Ital- 
ian train, nor would they let me 
back on the train I had just left. 
Two local police camped on my 
baggage. I knew the American 
Express Company had no office 
in that place; but imagine my 
surprise when up walked an 
American Express representative 
and in perfect English asked me 
what the trouble was. I im- 


NSTANCES similar to these come to our 

attention every day through letters of 
appreciation. Some of these letters are em- 
barrassing in their praise of the helpful, per- 
sonal service the American Express Company 
has been able to render so naturally. So nat- 
urally, because it is this service to travelers 
everywhere which the American Express 
Company has devoted so many years in per- 
fecting, through their chain of international 
offices and representatives around the world. 
Every day, in every country where people 
travel, American Express couriers and in- 
terpreters are at hand doing unexpected, but 
critically necessary, acts of helpfulness. Their 
interests center around the one idea of mak- 
ing it easier for travelers to travel. 


The representatives of the American Express 
Company are at the docks, awaiting incoming 
steamers; at the depots, helping the new ar- 
rivals, or directing departing travelers to the 
proper outgoing trains; and at frontier points 
straightening out immigration and customs 


plored him to find out. He did. 
I do not know yet what it was 
all about, but he fixed it up for 
me and in a few minutes I was 
on my right train and all was 
well.” 


A young Wellesley graduate who 
had accepted a position as a 
teacher in China writes: “The 
American Express Company 
saved my life. Although I had 
not bought my tickets thru them, 
they helped me off the boat at 
Shanghai, took me to a hotel, 
and the next day put me safely 
on the train for Peking; and 
even met me in Peking and got 
“me safely to the college. Im- 
agine what this meant to me 
alone in China.” 


troubles; how to get to the train from the 
boat; what train to take; how to get baggage 
through; what tips to make; the best taxies 
to use; where to buy things; local police reg- 
ulations. In fact, every trivial but discom- 
forting problem facing a traveler in a strange 
land is met and answered by the uniformed 
man with “American Express” on his hat and 
lapel. 


These men are expert linguists and of wide 
human experience, carefully selected and 
trained for their work. 


At 26,700 express offices in the United States 
and Canada, also, express agents are always 
ready and willing to render a slightly differ- 
ent but equally helpful service to travelers. 


The patrons of your bank:—those to whom 
you sell American Express Travelers Cheques 
—are the automatic beneficiaries of this serv- 
ice to travelers both in foreign countries and 
in the United States. 


American Express Co. 
6§ Broadway, New York 


OFFICES IN ALL PRINCIPAL CITIES 


When writing to advertisers please mention the American Bankers Association Journal 
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Service Unqualified 


Why subject your cus- 


tomers to the limitations 
of <<par lists’? and slow up 


your own work by taking 


time tosort out the “‘mem- 


ber items’’? 


We receive all items at 
par, member or non-mem- 


ber, cash or collection. 


The quality of the ser- 
vice you render your 
customers is measured by 
the facilities your own 
bank connections put at 


your command. 


PHILADELPHIA 
NATIONAL 


BANK 


Capital, Surplus and Undivided Profits 
$16,800,000 


And from the summer of 1917 to the sum- 
mer of 1919 we were working at fever heat 
to supply our forces and those of our Allies 
in Europe, both during the war and in the 
months before demobilization after the war, 
Moreover, we withdrew 5,000,000 men from 
industry. Clearly they contributed nothing 
to the national wealth during the period of 
their withdrawal. Indeed, they drew upon 
our store of wealth, instead. 

As it required about $1.64 in 1922 to pur- 
chase the things that could be bought for $1 
in 1912, it is apparent that we are measuring 
our pile of goods with a two-foot yardstick. 
What seems like 300 yards in reality is but 
200 yards. What measures 300 billions really 
is but 200. Deflate the 1922 dollar to 1912 
dimensions and what does our estimate of 


national wealth show? 
An increase? Yes; about 6 per cent. 


A New Touch 
(Continued from page 631) 


way of thinking, is a man who has had 
considerable banking experience. While a 
large proportion of the present staff has been 
drawn from the banks, the present scale of 
salaries serves as an obstacle in persuading 
the desired men to join the federal corps. 
The present range of salaries is from $20,000 
down to $2,500. 


Improving the Personnel 


eae Comptroller recently confided to 
a Congressional committee that the 
present system of charges for examinations 
was not entirely equitable because a big 
profit was made on the big banks and a 
considerable loss was sustained in the ex- 
amination of the small institutions, which 
have relatively small resources and deposits. 
It is not an unusual thing for an examiner 
to conclude the examination of a small 
country bank within a day’s time, but this 
period extends over a month and a half 
in some of the largest national banks. 

It is the present Comptroller’s wont to 
talk over his problems and ambitions with 
those who are directly concerned. During 
the past few months, he has reviewed this 
situation with the executive heads of many 
of the large banks and it is generally 
understood that they have expressed a 
willingness to pay the present fees if the 
Comptroller will apply the excess pro- 
ceeds toward the salaries of examiners of 
such ability as can reduce the time required 
for the examination. It is not contem- 
plated that the costs of examining the 
smaller banks should be increased. 

Every Comptroller who has ever held 
office has applied himself to some problem 
or set of problems. The exigencies of the 
times, the need for action and the past 
experience of the Comptroller are among 
the factors that enter into the determina- 
tion of the direction in which the incumbent 
shall, during his term of office, work for 
improvement. The lack of legislative 
authorization doubtless has tied the hands 
of the Comptroller in many cases. Mr. 
Dawes is fortunate in being able to in- 
augurate this feature of improvement in 
bank relations, which no doubt may have 
appealed to some of his predecessors, who 
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were prevented from undertaking it by the 
burden of work and responsibilities peculiar 
to their own administrations. 


Congress Paves the Way 


C= at the last session, paved 
the way for the introduction of this 
new order in the division of bank examina- 
tions. In passing the Intermediate Credit 
Act of 1923, it provided that the Comp- 
troller might assign national bank examiners 
to service in his office. Mr. Dawes has 
availed himself of this permission, and, as a 
result, has the experience gained by several 
widely seasoned examiners at his command. 
His chief examiner—J. W. Pole—knows all 
phases of credit and banking in the South, 
his assistant chief examiner, E. Willey 
Stearns, has had years of experience in the 
banks in the East; Assistant Chief John L. 
Proctor in both eastern and western districts, 
and Assistant Chiefs F. H. Luce and E. H. 
Gough in the Ninth and Twelfth Districts, 
while the Comptroller himself hails from the 
Middle West. By virtue of the men by 
whom he has surrounded himself Mr. Dawes 
is in a position to obtain first-hand informa- 
tion concerning banks and banking practice 
in virtually any State in the country. 

Quite properly, the reports which reveal 
the condition of the banks are regarded 
as absolutely confidential. Congress has 
decreed it a violation of the law for any- 
one to disclose the details of this sweeping 
inquiry. The utmost care is taken by the 
Comptroller’s office to prevent any leaks— 
for a few injudicious whispers may lead to 
a calamitous run. 


Why Banks Fail 


is the principal cause of 
bank failures?” the writer asked 
the Chief Examiner. 

‘Injudicious banking,” Mr. Pole replied. 
“This term covers a wide variety of prac- 
tices, but, coupled with adverse business 
conditions, it accounts for the greatest 
number of closures. Of the 52 banks that 
were placed in the hands of receivers for 
the year ending last October 31, one was 
closed on account of the inability to realize 
on loans; 9, injudicious banking; 1, crop 
loss; 7, injudicious banking and adverse 
business conditions; 1, excessive loans, in- 
judicious banking and depreciation of se- 
curities; 5, inability to meet demands; 3, 
closed by run; 1, large losses, withdrawals, 
and insufficient credit; 4, heavy withdrawals; 
1, defalaction of officers; 4, large demands 
and depleted cash; 1, large losses and in- 
judicious banking; 2, depleted reserve and 
shrinkage of deposits; 1, defalcation of 
cashier; 2, large losses; 1, unable to realize 
on assets; 1, large losses and defalcation; 
1, defalcation of former cashier; 1, irregu- 
larities of president and speculation in real 
estate; 1, director closed due to rumor of 
run; 1, large losses in loans and discounts; 
1, heavy withdrawals and lack of public 
confidence; 1, in order that receiver could 
assess stockholders; and 1, injudicious 
banking and failure of large debtors.” 

“What are the danger signals that the 
examiner looks for in a bank?” 

“Heavy loans to directors and the ex- 
tension of large lines of credit to one in- 
terest. While some of the large banks for- 
bid the making of loans to directors, it 
would be an exceedingly difficult rule to 


Will Your Bank 


Try a Brandt 
Free? 


You may feel that your “counter work” 
is running perfectly, but can’t you step 
into your lobby any time during rush 
hours and find congestion at the tellers’ 
windows? 

Why not save your customer’s time, your 
teller’s time and save money by instal- 
ling Brandt instantaneous, automatic 
service? 


A Time and 
Money Saver 


Most banks believe that a Brandt 
service is a better way to handle 
coins. Over 27,000 users endorse 
the Brandt—banks large and small 


the country over. 


C~Jhe 


Standardized by-Dankers Everywhere 


New Improved 


Let us place a Brandt in your bank on free trial without obligation 
to you. Give it a chance to prove its worth. Find out just what it 
will do for your institution. Sign no 
order, send no money, simply use the free 
trial coupon. 
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HE other day the presi- 


dent of an important 
bank wrote this line to us: 


I think it would be an ex- 
cellent thing if practically 
every employee of this insti- 
tution could receive a copy 
of your magazine. 


Later he did what more and 
more bankers are doing— 
sent annual subscriptions 
for along list of employees in 
whose homes the American 
Bankers Association Journal 
is now being read. 

At home, in the evening, bank ex- 
ecutives and juniors have time to read 
and reflect, and by thus reading and 
reflecting they on the morrow return 


to their desks better informed and 
better equipped for the day’s work. 


To Get this Benefit for Your Staff 
Use this Memo—Now: 


Memo to Secretary: 


to make a list with home 
addresses of all our people (not already subscribers) who ought to 
read the American Bankers Association Journal. Published at 
110 East 42d Street, New York City. 
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carry out in the small communities. There 
one will find that the directors are the 
backbone of the banks. If the bank were 
barred from making loans to directors, it 
would in many cases eliminate the most 
desirable group of borrowers in the town.” 


Banks Observe The Law 


66 O bank examinations disclose that the 
laws are being broken?” 

“Generally, the banks observe the law 
quite faithfully and there is not much sub- 
ject for complaint. There are some banks 
which do not adhere to the letter of the 
law so closely, and, of course, there is 
always room for improvement. A _ good 
many violations are traceable to the fact 
that the bankers do not clearly understand 
the provisions of some of the statutes— 
such as Section 5200, which provides that no 
bank may loan more than 10 per cent of its 
unimpaired capital and surplus to one bor- 
rower and then recites several exceptions. If 
Congress passes the McFadden Bill, it 
will clarify this section.” 

The Chief Examiner paused and pro- 
duced an impressive looking document. 

“T know every national banker in the 
country would be interested in that,” he 
commented. “They say that every man 
who draws up a scheme of organization is 
always highly interested in displaying it. 
I must confess I take as much interest in it 
as though I had been the originator. How- 
ever, if you will regard this you can see 
that we have a system of direct respon- 
sibility and direct contact that won’t permit 
of any lost motion or delay. With the 
Comptroller of the Currency as the head, 
we have devised an organization that 
should run in the most orderly way in 
handling the business of the national banks. 
At least that’s what we hope to do.” 


Wins Chicago Trust Award 


MONOGRAPH on “Investment Bank- 

ing in England,” written by B. D. Nash 
of Brookline, Mass., won the first prize 
offered by the Chicago Trust Company for 
the best article on original research in busi- 
ness and finance. The second prize was 
awarded to L. M. Speaker, instructor in the 
Central High School of Muskogee, Okla., 
whose essay treated of “Investment Trusts.” 
Eighteen papers on as many different sub- 
jects were read by the committee on awards, 
which was headed by Ralph E. Heilman, 
Dean of the School of Commerce, North- 
western University. 

How the surplus funds of the British 
Empire are collected and turned over to the 
governments of nations and cities and to 
industrial companies for permanent improve- 
ments was the objective of Mr. Nash’s in- 
vestigation. Four hundred thousand pounds 
sterling, he estimates, are brought together 
in savings in the United Kingdom every 
year. Half of this amount is invested 
abroad and half at home. The first money 
lent by the English people was to foreign 
governments. 


Market trends in the immediate future, 
says the Guaranty Survey, will probably be 
influenced in considerable degree by further 
developments at Washington, as well as by 
the reactions to the recommendations of the 
Dawes Committee concerning reparations. 
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public works, and the solution of the rail- 
road and shipping problem which are at 
present a heavy burden on the shoulders of 
the treasury. 


Must Cut Expenditures 


Brazil is not so much 
in need of additional revenues as of 
reduction in expenditures. It will be inter- 
esting to see whether the Brazilian politicians 
will have the courage to undertake the elimi- 
nation of their expensive protégés from the 
pay-rolls. Recent developments convey the 
impression that President Bernardes is en- 
tirely in favor of rigid economy and whole- 
sale reduction in expenditures, but without 
the full cooperation of Congress little or 
nothing can be achieved. The burden of in- 
terest charges on foreign loans cannot be in- 
creased with any certainty of payments 
being made on their due date, but if annual 
deficits succeed each other as heretofore, the 
only road open for the Government is to seek 
assistance in foreign markets. The deficits 
during recent years have been as follows: 


Thousands 
of milreis 


114,757 


*Estimate 


The budget for 1924 estimates revenues at 
102,890,000 milreis gold and 921,898,000 mil- 
reis paper. These amounts represent an in- 
crease over last year’s estimates of 20,031,- 
000 milreis gold and 200,372,000 milreis 
paper. Estimates of expenditures have been 
placed at 87,351,641 milreis gold and 961,- 
320,303 milreis paper, giving a theoretical 
surplus of 15,539,359 milreis gold and 5,577,- 
697 milreis paper. It must be noted, how- 
ever, that besides the expenditures author- 
ized by the budget, the law authorizes the 
government to effect various purchases of 
different nature and to undertake construc- 
tion work. Since these items are not in- 
cluded in the budget and the government 
will have to make disbursements for such 
additional items such as road building, rail- 
way construction, irrigation works and coffee 
valorization, a deficit and not a surplus is 
expected. It is of particular importance to 
note that the government expects to collect 
80,000,000 milreis during 1924 as income tax, 
in accordance with the recent law of Dec. 31, 
1922. In accordance with this decree, the 
following are subject to income tax, divided 
into four categories : 


1, Commercial and industrial interests, except- 


ing agricultural. 
2. Personal (and movable) capital or property. 
3. Salaries (public and _ private), subsidies, 
emoluments, gratifications, bonuses, pensions, 
remuneration under any head. 


4. Other professions not commercial or included 
in the above. Members of firms are col- 
lectively subject to the tax, in accordance 
with their share of profits based on the net 
income of the company or society. . 
Those who remit incomes to persons resident 
abroad are made responsible for the payment 
of the tax to which the last named are subject. 


of the stamps on sales (vendas mercantis) as 
follows: Up to 500 contes, 6 per cent; 500 to 
1000 contes, 5 per cent; 2000 to 3000 contos, 
3 per cent; from 3000 contos upwards 2 
per cent. 


(b) Those not subject to the sales tax (imposto 
sobre vendas mercantis) will pay income tax 
on the net omy corresponding to the coeffi- 
cients applied to the total amount of business 
transacted during the year immediately preced- 
ing that when the tax came into force. 
Incomes subject to the tax provided in letter 
(a) will be that corresponding to transactions 
corresponding to each half-year. 

The coefficients mentioned in letter (b) of 
this paragraph, will be three years. For 1923 
the tariff will be organized by the Administra- 
tion. Other net incomes subject to this tax 
will be collected on the basis of those real- 
ized during the year preceding that in which 
the tax is payable. 

The net income of national or foreign limited 
liability companies established in Brazil is 
considered the profit shown in the balance 
sheet corresponding to each half-year prior to 
the payment of the tax. 

These companies are obliged to make an 
authentic declaration with the presentation 
of the balance sheet proving their profits. 
The rates at which the collection of the tax 
to which all the four categories of this 
article are subject to are as follows: 


Incomes up to 10 contos are exempt from 
Income Tax; 10 to 20 contos, 0.5 per cent; 
20 to 30 contos, 1 per cent; 30 to 60 
contos, 2 per cent; 60 to 100 contos, 3 
percent; 100 to 200 contos, 4 per cent; 
200 to 300 contos, 5 per cent; 300 to 400 
contos, 6 per cent; 400 to 500 contos, 7 
per cent; over 500 contos, 8 per cent. 


The expenditures as provided for in the 
budget laws, as listed by departments, are as 
follows : 
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The tax is payable in accordance with the (b) Normal service of foreign debt 
declarations of the contributor excepting in and salaries and expenses of 
cases provided in the regulations and observed personnel of the Union, States 
as follows: and Municipalities abroad...... 56,000,000 
The following are considered to be commercial (c) Norma] remittances of firms and 
and industrial incomes: individuals 60,000,000 

(a) Commercial and industrial professions, (d) remittances made 
whether individual or associate, pay the tax A the ee (anticipated 
on the revenue calculated on the basis of redemption of bonds and South- 
their transactions proved by the total value ern expropriation ........+...+- 9,100,000 


£ 437,390,000 
Credits 
(a) Exports of merchandise ....... £ 364,770,000 
(b) Gross proceeds of all the loans 


made by the Union, States and 
the Municipality of Rio de 
Janeiro 39,000,000 


Thus the invisible unfavorabl: balance, 
which has been considered by the Brazilian 
Government as_ reasonably approximate, 
amounts to £33,620,000. In addition to this 
sum, the Government has calculated the 
amount of invisible trade at about £8,000,000 
against Brazil. In that manner, the Govern- 
ment has estimated that the actual unfavor- 
able balance of Brazil for the period above 
stated reached the high figure of £50,000,000, 
that is to say, over 65 per cent of the aver- 
age yearly value of all the Brazilian exports 
for the last four years. The attention of the 
British Mission will undoubtedly be called 
to the study of this important point. 


Banking and Exchange 


HE most important banking event during 
1923 was the transformation of the 
Banco do Brasil into a bank of issue, the 
power of issue and withdrawal of paper 
money having been taken away from the 


Justice and Domestic Affairs 
Foreign Affairs 
Marine 
War 
Agriculture, Industry and Commerce 
Transportation & Public Works 
Treasury 


Brazil’s Foreign Trade 


The latest official statistics for Brazil’s 
foreign trade cover the first ten months of 
1923. Exports during the period have been 
placed at $268,824,893 and imports at $190,- 
351,582, leaving a visible trade balance of 
$78,473,311 in favor of the country. The 
following table shows the value of exports 
and imports to Brazil during the above 
period as compared with a similar period in 
recent vears and 1913: 


Exports Imports 
241,991,473 170,101,403 


The visible balance of trade of Brazil, 
however, is completely offset by the un- 
favorable international balance of payments 
which Brazil has had to meet year after 
year. The latest official estimate was made 
for the period 1919-1922, which is presented 
here in the following condensed form: 


Debits 


I t f merchandise into 


Gold Paper 
In thousands ofmilreis 

5.868 2.658 
es 200 171.953 


Brazilian Treasury. The success of this in- 
stitution as a bank of issue has been widely 
questioned. It was understood at the time 
that the chief function of the bank would 
be the withdrawal from circulation of treas- 
ury notes, but this has apparently not been 
found possible, although 389,000,000 milreis 
in bank notes have been issued, as shown in 
the Banco do Brasil’s balance sheet for Dec. 
31, 1923. The problem of currency and ex- 
change is one which will engage a good deal 
of the mission’s attention and a careful study 
of the true causes of the depreciation in ex- 
change will have to be made. The con- 
stantly increasing emission of irredeemable 
paper currency has been one of the chief 
reasons for the exchange depreciation. The 
paper money in circulation in Brazil since 
1913 and the average annual rate of the mil- 
reis in terms of U. S. currency follows: 


Average exchange 
U. S. cents per 


milreis 

End of Milreis 

601,488,303 32 
822,496,018 29 
982,089,527 25 
1,122,559,761 23 
1,389,414,967 25 
1,679,176,058 25 
1,729,061,523 26 
1,730,000,000 21 
1,900,000,000 13 


| 
361988 
IBIS 2860877 
168748 
280780 
1919 
1920 296410 
308209 
240,000° 
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Other factors, such as the condition of 
trade, speculation in foreign currencies, sea- 
sonal demands, and others, are responsible 
for the milreis depreciation, but the attitude 
of coffee planters and local industrialists to 
keep exchange at a low level has had a de- 
cided effect on the downward trend. The 
above table gives an idea of the considerable 
depreciation in the value of the milreis which 
has taken place in recent years. The month- 
ly averages during 1923 as computed by the 
Federal Reserve Board are as follows: 


January 
February 


August 
September 
October 
November 
December 


The January and February, 1924, averages 
have been placed at 10.85 and 11.97 respec- 
tively. It may thus be seen that a decided 
improvement has taken place during the last 
three months. 


reasons have been given as ac- 
counting for this sudden betterment, but 
the moral effect of the mission on the situa- 
tion occupies a prominent place among the 
causes. The reaction, however, based mainly 
on sentiment, has been too sudden and too 
sharp and may cause losses in the Brazilian 
markets. One of the objects of the mission, 
it has been stated, is to make recommenda- 
tions for exchange stabilization. Brazilian 
economists contend that the drop of ex- 
change to below 9 cents was overdone, due to 
bad management of the exchange transac- 
tions just as the rise is now being overdone. 
Without the essential condition of exchange 
stability, the development of Brazil's re- 
sources will be greatly retarded. That coun- 
try cannot attract immigration or foreign 
capital without a satisfactory assurance that 
stability will bring to man and capital the 
product of labor and thrift. 


Heavy British Investment 


HE interest which England has dis- 

played in connection with the finances of 
Brazil is well justified, due to the heavy 
British interests in that country. In the 
development of banking and industrial en- 
terprises, in the building of docks, harbors 
and railways, Brazil has depended on ‘foreign 
capital to the largest extent, the bulk of 
which has come from England. The follow- 
ing table, showing the amount of the loans 
floated by Brazil in foreign countries, will 
give an idea of the British supremacy : 
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Brazilian Government Sterling Loans 


Loan 


Coffee Loan 

5% Funding Bonds, 1898 
Funding Bonds, 1914 
Lloyd Bonds 
Loan, 
Loan, 

5% Loan, 

5% Loan, 1895 


4% Bonds, 1911 
4% Loan, 1911 
4% Loan, 1910 
4% Loan, 1889 
4% Lloyd Bonds 
4% Rescission Bonds 


It is of interest to note that the position of 
Brazil in the London market is an excep- 
tional one. Notwithstanding the fact that 
the Brazilian bonds rank among the securi- 
ties which have not defaulted, the bonds are 
quoted in many cases at half their nominal 
value. The above table shows that there is 
a great discrepancy in the yield of the 
Brazilian bonds. Those yielding in the 
neighborhood of 7 per cent are guaranteed 
by specific hypothecations, such as the 7% 
coffee loan which is secured by coffee valued 
at £13,000,000, whereas those valued at about 
10 per cent are guaranteed by customs or 
other government revenues. 

American investors, however, are equally 
interested in the developments relative to the 
service and yield of Brazilian loans. The 
Brazilian loans floated in this country since 
1919 amount to $135,500,000, as follows: 


Outstanding 


8,910,000 
7,746,260 
14,502,396 
10,500 
7,698,100 

- 11,000,000 


9,767,500 
17,468,300 
1,000,000 
10,586,400 


The Coffee Valorization 


HE coffee valorization question is an- 

other point of great importance, which 
will undoubtedly be studied by the mission. 
The present Administration of Brazil has 
bitterly criticised the actions of a previous 
administration in the subject of coffee valor- 
ization. In a statement recently made public, 
the President of Brazil said that the coffee 
contract for £9,000,000, having been made 
to liquidate the shorter time operations of 
coffee purchases, contained two clauses 
which seemed burdensome to the govern- 
ment. One of them, the President contends, 
absolutely prohibited, as long as there was 
one unpaid bill in circulation (that is for 
10 years), any and all operations for main- 
taining the market, ugless conducted through 
the bankers’ committee, or rather through a 


Value in 
Dollars 
$ 8,500,000 
50,000,000 
12,000,000 


Date 

1919—City of S. Paulo 
1921—Federal Government 
1921—Federal District 
1921—S, Paulo 


1921—City of P. Alegre 


1922—Federal Government ........... 25,000,000 
13,000,000 
2,000,000 


1,500,000 


1922—Federal District 
1922—Ceara 


Issue 
Price 


Int. 


Per Cent Term 


1943 


CONIC 


$135,500,000 


In connection with other British invest- 
ments in Brazil, English economists in Bra- 
zil estimate that the total British industrial, 
commercial and loan capital, excluding banks 
and insurance companies, amounts to £254,- 
113,766. The capital of the British banks op- 
erating in Brazil is £2,970,000, while that of 
14 insurance companies is £667,000. Thus 
the grand total is £257,750,766. In this fig- 
ure, private companies, which are not quoted 
on the London Stock Exchange, are not in- 


Brazilian Foreign Loans 


British 
£ 
Government 


States .... 
Municipalities 


111,930,833 
18,400,500 
12,468,500 


Totals 142,799,833 


The above table shows that of a total 
equivalent to about £181,600,000 in govern- 
ment loans England has supplied 77 per cent, 
and the following gives the amount and 
value of the various loans: 


French American Dutch 
Fr. FI. 
322,249,500 
456,892,600 
126,194,000 


905,336,100 


74,403,000 
28,304,000 
26,280,000 


128,987,000 


17,800,000 


17,800,000 


cluded, nor is there included the capital em- 
ployed in Brazilian private enterprises, 
which is estimated at £10,000,000. The total 
British capital invested in Brazil has been 
placed, therefore, at about £270,000,000. 


commission house representing the bankers 
in Brazil. The other clause provided that 
only after the expiration of 10 years could 
the loan be redeemed, the proceeds of the 
coffee sales to be deposited meanwhile with 
the bankers and to be applied against the 
payment of the debt in 1932, Brazil paying 
during that time interest at the rate of 71% 
per cent per annum, while on the other hand 
she would receive but 3 per cent interest on 
the money deposited from the proceeds of the 
sales. 

Former President Pessoa answered the 
above two charges stating that the contract 
does not prohibit a new coffee defense opera- 
tion, but that the government will exercise 
efforts to avoid the creation of a new coffee 
valorization plan. Dr. Pessoa further stated 
that such was nothing but a loyal and pru- 
dent measure, since it is evident that the 
accumulation of new stocks by the side of 
those that guarantee the loan would reduce 
the value of the guarantee. With regard to 
the second charge, former President Pessoa 
stated that a clause of the contract author- 
ized the government to use the proceeds of 
coffee sales to purchase new lots of coffee 


7 
oe Recent 
rice Yield 
| % 
70 7.14 
90 
97% 1951 
10,000,000 97% 1936 
1921—Rio Grande do Sul............ 10,000,000 90%4 1946 
3,500,000 90 1946 
96% 1952 
95% 1947 
87 1947 
1926 
1923—Maranhao ..................-. [Ei 85 1942 
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Mann-made Products 
include 


Blank Books 
Bound and Loose Leaf 


Lithography 

Printing 

Engraving 

Office and Bank Supplies 


Write for 
descriptive folders about 


Manco Safety Paper 

Manco Check Books 

Mantint Safety Checks 
Mann Machine Bookkeeping 
Equipment 


or to purchase bonds of the same loans 
which yield 7¥2 per cent, and certainly it 
will not prefer to leave the money with the 
bankers, yielding 3 per cent. 


Within recent months several projects for 
the creation of an Institute of Permanent 
Defense of coffee has been widely discussed. 
One of the principal projects provides: (a) 
A gold tax on coffee as collateral for a for- 
eign loan, which is to constitute the capital 
of the Institute; (b) The tax on coffee shall 
be collected by the Institute at the railhead; 
(c) That the government guarantees that 
the funds shall only be utilized to protect the 
planters from disastrous falls in prices. 


Project Not Sound 


RAZILIAN economists contend that this 
project is not sound, since in the first 
place, investors in foreign markets will not 
be willing to invest money to help in actually 
raising the price of a commodity such as 
coffee, which is of daily use. Furthermore, 
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Greater 
Convenience 


“Yr 


There are so many important conveniences 
to serve us now that we are not always aware 
of the smaller things. Electric lights, tele- 
phones, automobiles — these things were 
scarcely dreamed of a generation ago; yet 
today they are as commonplace as matches! 
What, then, shall be the fate of minor 
achievements? 


In the field of banking, for example, there has been notable 
progress in the development of bookkeeping methods, safety- 
paper, check forms and the like. Some of these things are 
of primary importance. Many are simply improvements on 
the former products. 


The first really vital step forward in the manufacture of 
check books is—The Manco Check Book. Here, at last, is 
a form of binding that enables you to have the book lying 
flat open—to write with one hand while you hold any memos, 
letters or other data in the other, and never to be bothered 
with bulging or flapping pages! 

The Manco Check Book is, distinctly, a greater convenience—designed 


and produced to increase your comfort when writing checks. Ask 
your banker about it—or write us for complete descriptive folder. 


WILLIAM MANN COMPANY 
529 MARKET STREET 
PHILADELPHIA, PENNA. 


New York Office: 261 Broadway. Established 1848 Paper Mills: Lambertville, N. J. 


the financial position of the government is Other countries ....+.++eee+s+eeee 
such that unless a foreign loan is contracted 
it will be next to impossible to resume specie 
payments in 1927 on the expiration of the 


funding period. A new loan, under the pres- 


Visible supply, June 30, 1925...... 


6,000,000 bags 


20,000,000 bags 


5,430,000 bags 


ent circumstances, would require a guaran- 
tee such as a gold tax on coffee. This proba- 
ble source of revenue could not, therefore, 
be applied to other purposes. The safety of 
a guaranty such as a gold tax on coffee may 
be judged from the following Anglo-Brazil- 
ian estimates of the coffee crops which lead 
to the belief that coffee prices are not likely 
to suffer any great reduction for some time 
to come: 


Other Purposes 


Besides the above mentioned points, the 
mission will or has undertaken a study of 
the natural resources of Brazil with a view 
to making recommendations for the invest- 
ment of further amounts of British capital 
in that country. Immediately upon the ar- 
rival of the mission to Brazil, Lord Lovat 
made an inspection trip in the states of Sao 
Paulo and Minas Geraes, studying the cotton 


World’s visible supply, July 1, 1923........ 


Brazilian 1923-24 crop 
Other countries 


Total 


20,000,000 bags 
Visible supply, June 30, 1924...... 7,830,000 bags 
Brazilian 1924-25 crop.........se. 11,600,000 bags 


World’s consumption 


5,330,000 bags 


6,500,000 bags 


27,830,000 bags 


possibilities of Brazil, and other members 
are studying mines and railways. 
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Savings Bank Conference for the East 


HE last of four regional conferences 
of bankers interested in savings will 

I be held in New York on April 24-25 
when representatives of banks from the ter- 
ritory east of Ohio and north of South Caro- 
lina will gather to hear a presentation of 
practical experiences by successful bankers 
in this field. Following in the wake of pre- 
vious conferences at Los Angeles, New Or- 
leans and Chicago, which were staged under 
the auspices of the Savings Bank Division 
of the A. B. A., the New York conference 
promises to bring forth a more general 
agreement as to approved practices. So 
steadily has the volume of savings deposits 
increased in this district, that more than one- 
fourth of the total of national savings is re- 
ported by these banks to be in their custody. 

While five billion dollars in savings de- 
posits have been secured by the banks in the 
eastern district, it is the hope of those who 
have formulated the program that by avail- 
ing themselves of the various aids which will 
be described this sum can be swelled to 
greater proportions. 

Advertising, as a means of promoting sav- 
ings, will be treated in all of its phases. 
E. B. Coll, president, Farmers Deposit Sav- 
ings Bank, Pittsburgh, will discuss how 
newspapers, bill boards, street car sign dis- 
plays and window cards can be used to at- 
tract savings accounts. George W. Felter, 
president, Green Point Savings Bank, Brook- 
lyn, will describe the appeal of novelties— 
blotters, pencils, rulers, dime safes, liberty 
bells—and other novel means. The direct- 
by-mail campaigns will be discussed by Roy 
C. Van Denbergh, vice-president, Savings 
Rank of Utica, N. Y. 

School savings, which has made such 
sweeping strides in the last few years, will 
be presented by David Gibbs of Meriden, 
Conn., the superintendent of an honor roll 
school, and by W. G. Roelker, vice-president 
of the Industrial Trust Company of Provi- 
dence, R. I., which is one of the largest de- 
positories of school savings funds. 

Industrial savings, from three viewpoints, 
will be considered. Myron T. Converse, 
treasurer, Worcester Five Cents Savings 
Bank, Worcester, Mass., will tell of his 
bank’s methods in encouraging savings by 
industrial workers. Henry Bruere, vice- 
president, Metropolitan Life Insurance Com- 
pany, will describe the various methods, 
while John F. Tinsley, vice-president and 
general manager, Crompton & Knowles 
Loom Works, Worcester, will treat the 
question from the angle of an executive of 
a large industrial company. 

The Club Methods of Savings, which have 
met with growing success in various parts of 
the country, will be explained and described. 
The Christmas clubs, the vacation clubs and 
the prosperity clubs—all will be brought 
within the scope of the discussion. A. S. 
Van Winkle, president, Empire City Savings 
Bank, New York, will discuss Christmas 
clubs. Several prominent bankers will par- 
ticipate in the discussion of these methods 
of enlarging savings deposits. 

Employees’ contests, as a savings magnet, 
will be presented by Alexand r Dunbar, 
vice-president, Bank of Pittsburgh, Pitts- 
burgh; Samuel H. Beach, president, Rome 
Savings Bank, Rome, N. Y.; George W. 


Hodges, Remick, Hodges & Co., New York 
City, and H. J. Kenner, Better Business 
Bureau, New York City, will tell how de- 
positors can be saved from hazardous finan- 
cial risks. 

Services and facilities for customers, in- 
cluding home service, will have adequate 
space on the program. C. J. Obermayer, 
president, Greater New York Savings Bank, 
Brooklyn, and Mrs. Allan P. Stevens, direc- 
tor, Home Department, Maine Savings 
Bank, Portland, will relate their experience 
in building up savings accounts by the ex- 
tension of services. 

The question box, which will make pos- 
sible the presentation of all pertinent queries 
touching upon savings, will be conducted by 
William E. Knox, president. Bowery Sav- 
ings Bank, New York City. The forum dis- 
cussion which follows the conclusion of each 
address will give ample opportunity for the 
analysis of all the arguments and situations 
presented as well. 

Personality in savings will be treated by 
Orrin Lester, Director of Business Exten- 
sion, Bowery Savings Bank, New York City. 
Bankers who have had interesting experi- 
ences in applying the idea of life insurance 
to savings will tell of their success. A dem- 
onstration of the variations from the meth- 
ods of New England in attracting savings 
will be given by a southern banker, while 
bankers from the agricultural states will ex- 
plain how savings and successful farming 
have been coordinated. 

All of the two days’ session will be de- 
voted to work, but there will be another 
feature—a dinner, at which two men of na- 
tional prominence will speak and at which 
W. E. Knox, vice-president of the Ameri- 
ican Bankers Association, will be toast- 
master. 

Charles H. Deppe, President of the Sav- 
ings Bank Division, American Bankers As- 
sociation, will preside at the conference, 
which will be held in the east ball room 
of the Commodore Hotel in New York. 


New Digest of Reserve Board 
Rulings 


DIGEST of all the rulings made by the 

Federal Reserve Board for the period 
1914-1923 is contained in a new handbook, 
which has just been published in Washing- 
ton for the Board. It is confined to the rul- 
ings of the Board, opinions of its counsel, 
and similar matters such as court decisions, 
opinions of the Attorney General and rulings 
of the Comptroller of the Currency. In ad- 
dition to giving an index to the sources, the 
handbook furnishes a brief abstract or di- 
gest of each opinion and ruling. The digest 
is in substance an annotated edition of the 
Federal Reserve Act, combined with a ready 
reference book to legislation and regulations 
affecting the Federal Reserve system. 

While the greater part of the rulings and 
opinions digested relate primarily to, and 
are interpretative of the various provisions 
in the Act, there are a number of rulings 
dealing with questions arising under certain 
sections of other acts of Congress, such as 
the Clayton Anti-trust Act, the Farm Loan 
Act and the National Bank Act. All these 
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sections are reprinted in full, in addition to 
the complete text of the Federal Reserve 
Act and the regulations of the Federal Re- 
serve Board. 

In the appendix the digest contains a re- 
print of the original Act, followed by a 
composition showing by italics and cancelled 
words the textual changes made in the orieg- 
inal Act by all amendments thereto, A non- 
technical summary of these amendments, 
showing the purpose and effect of the 
changes made, is incorporated in the one 
book. 


Convention Calendar 


STATE 

ASSOCIATIONS PLACE 
April 22-23 Louisiana ........ Alexandria 
April 24-26 Georgia ............. Augusta 
April 25-26 Florida ............. Orlando 
April 29-30 Arkansas ........ Little Rock 
May 6-7 Mississippi ........ Columbus 
May 8-9 Tennessee ......... Memphis 
May 16-17 Alabama ....... Birmingham 
May 20-21 Kansas ........ Kansas City* 
May 20-21 Missouri ....... Kansas City* 
May 21-23 Pennsylvania ... Philadelphia 
May 22-24 Virginia ............ Nor folk 
May 27-28 Oklahoma ..........Sulphur 
June 3-5 Minnesota .......... St. Paul 
June 4-6 North Carolina ..... Asheville 
June 4-7 California .. Yosemite Valley 
June 5-7 District of Columbia...... 
White Sulphur Springs, W.Va. 

June 10-12 Washington ........ Olympia 
June 13-14 Oregon ............. Seaside 
yume 13-14 Utah Ogden 
June 16-17 Idaho ................ Boise 
June 16-18 Iowa ............ Mason City 
June 17-20 Michigan ...... Grand Haven 
June 17-18 South Dakota ........ Huron 
June 18-20 Ohio ........... Cedar Point 
June 19-20 Illinois ............. Decatur 
June 20-21 Colorado ........... Boulder 
June 20-21 Connecticut ................ 
Poland Springs, Me. 

June 20-21 New England.So. Poland, Me. 
June 23-25 New York..Montreal, Canada 
June 24-25 Wisconsin ....... Milwaukee 
June 26-27 North Dakota ........ Fargo 
July 17-19 Montana .......... Bozeman 
Sept. 4 Delaware ......... Rehoboth 
Sept. 12-13 New Mexico ... Albuquerque 
Sept — Wyoming .......... Riverton 
Oct. 24-25 Arizona ............ Prescott 


*Joint session on une day. 
OTHER ASSOCIATIONS 


April 14-16 Association of Reserve City 
Bankers....Dallas City, Tex. 
April 24-25 Savings Bank Division Con- 


ference.....New York, N. Y. 
April 28-May 1 Spring Meeting, Executive 
Council, A.B.A.. Augusta, Ga. 


May 5-8 Chamber of Commerce, 
Cleveland, Ohio 
June 4-6 National Foreign Trade Coun- 
June 10-13 National Association of Credit 
Men.......... Buffalo, N. Y. 
July 15-18 American Institute of Bank- 
Baltimore, Md. 
Sept. 22-24 Investment Bankers Associa- 
Cleveland, Ohio 
Sept. 29-Oct. 2 American Bankers Associa- 
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Analysis of Accounts 
(Continued from page 645) 


its. In the case of banks which are members 
of the Federal Reserve system, the ratio 
should be calculated on net figures. 


Float 


A schedule should be prepared for 
the purpose of ascertaining the number 
of days required to collect transit business, 
in addition to any delay encountered in han- 
dling any class of inside items. In figuring 
this hold-out amount care should be taken 
to consider the delay from the day the credit 
is given in the depositor’s balance until the 
time available credit is actually received. 
Therefore, if an evening balance is calcu- 
lated, the delay should be one day longer 
than in the case of a morning balance being 
used. If the deposit is received on Saturday 
or the day previous to a holiday, one day 
additional must be taken. The Federal 
Reserve schedule is the basis most banks 
use in calculation of outstanding time. Cash 
Collection items should be watched very 
carefully for the extra time necessary to 
collect over the regular schedule for col- 
lecting checks. 

In an ordinary sized institution it may 
be possible to arrange to have the checks 
sorted, in the receiving teller’s cage or in 
the Proving Department, in the divisions 
which the hold-out schedule indicates. The 
proof of the deposit being made on the 
reverse side of the ticket, and a sub-total 
being given for each division. If such is 
the case, it would be comparatively easy 
for the analysis clerk to secure the exact 
hold-out figure, which may be reduced read- 
ily to a one-day basis, by the use of a cal- 
culating machine. 

If the block system is used in the proof 
of deposits, such a system is not feasible 
in view of the fact that a number of de- 
posits are made in one proof. It is then 
necessary to figure the delay from the de- 
scription on the deposit ticket. This de- 


scription is either given by the depositor or. 


indicated by some department in the bank 
before the items are released. In Phila- 
delphia we are fortunate enough to have 
the majority of our depositors educated to 
furnish the description necessary. 


Analysis Summary 


VERAGE Balance. The first step nec- 

essary is to ascertain the average book 
balance maintained by the account under 
analysis. 

Float or Business in Process of Collec- 
tion. From the above result deduct the 
amount of business in process of collection 
reduced to a one-day basis and averaged by 
the proper number of days. The result of 
this deduction will give the daily averaged 
collected balance. 

Reserve. A further deduction is then 
made for the amount of reserve necessary 
to be held calculated on gross or net bal- 
ance, according to previous explanation, thus 
establishing the 

Net or Usable Balance. This amount 
represents the average balance that can be, 
and presumably is, loaned over a specified 
period, 

Gross Income. Calculation is then made 


LLOYDS BANK LIMITED. 


HEAD OFFICE : 71, LOMBARD STREET, LONDON, E.C. 3. 


Capital Subscribed $359,323,900 
Capital Paid up - $71,864,780 


Reserve Fund - $50,000,000 
Deposits, &e. - $1,677,972,070 


EASTERN DEPARTMENT: 


77, LOMBARD STREET, LONDON, E.C. 3. 
In oy ee of the acquisition of the businesses of 


Messrs. CO. 


& Co. and Messrs. HENRY S. KING & Co. (including 


Messrs. KING, KING & Co. and Messrs. KING, HAMILTON & Co.), 
LLOYDS BANK now has the following Offices in India, 


Burmah and Egypt :— 


INDIA & BURMAH.—BOMBAY, CALCUTTA (2 Offices), 
KARACHI, RANGOON, DELHI, SIMLA, RAWAL PINDI, 
MURREE, SRINAGAR (Kashmir), GULMARG. 

EGYPT.—ALEXANDRIA, CAIRO (2 Offices), 


BENHA, BENI SUEF, FAYOUM, MEHALLA KEBIR, MINIEH, TANTA, WASTA. 


General Banking, Exchange and Agency Business of 
every description. Special facilities with the British 
Isles, Australia, Canada, New Zealand, the Continent, 


Caldwell & Co. 


INVESTMENT BANKERS 
1201 Union Street 
Nashville Tennessee 
Chicago NewYork Chattanooga 


St. Louis Cincinnati New Orleans 
Detroit Knoxville Birmingham 


Southern Municipals 
Bought — Sold — Quoted 


Liberal concessions to banks 


Orders executed on 
New York and Chicago 
Stock Exchanges 


Private wires to New York and Chicago 


A leading authority on all forms 
of investments throughout the South 


and North and South America. 


Government Information 
For Business Purposes— 


Every banker should know 
about the opportunities for ob- 
taining government information 
on such subjects as new indus- 
tries, extension of commercial 
lines, marketing possibilities, 
prospects for various businesses, 
agricultural outlook, new laws 
and regulations, and political 
consequences. 


One means of foretelling 
practical developments, and of 
getting behind ordinary sources 
of information, is to receive 
the KIPLINGER WASHINGTON 
LETTER. Scores of leading 


banks rely on it. 


The price is $10 a year. Let 
us send it free for a few weeks. 


To the KIPLINGER WASHINGTON 
AGENCY 


Albee Bldg., Washington, D. C. 


Please send your weekly letter for a 
free trial. 
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This is the 


Only Machine 


That 


Will Protect ALL the 
Essential Parts of Your 
check—The Paying Line 


—The 
The 


Payee’s Name— 


Numerals — and 


Will Prevent Danger- 


ped with Automatic 
f-Inking Device 


Write for further details regard- 
ing this “Double Lock System” to 


on the net average balance for the amount 
earned, figured at the averaged rate received 
on all loans and investments, adding thereto 
the amount of interest received on the pro- 
portion of balance carried with correspond- 
ent banks, plus any charges collected from 
the customer in the way of exchange or in- 
terest on overdrawn balances. 

Expense. The expense of an account 
will embody (1) Loan or Size cost; (2) 
Number or Account charge; (3) Activity 
(a) Debit; (b) Credit; (c) Collection. (4) 
Special Services; (5) Exchange Paid, and 
(6) Interest Paid. 

Excess Costs. In analyzing the accounts 
of correspondent banks a further calculation 
must be made for any excess costs encoun- 
tered in time or exchange over the regular 
cost of collecting the same character of 
business through the most favorable chan- 
nels. This is a proper charge against the 
account of the correspondent bank since 
depositors naturally seek and should re- 
ceive the benefit of the most favorable col- 
lection terms. 

Profit or Loss. The total expense deducted 
from the gross income will reflect a profit 
or a loss to the bank in the account under 
analysis. 

Loans, In some institutions an actual 
charge is made in the analysis of a custom- 
er’s account for the loss of income on the 
deficient average balance below 20 per cent 
of unsecured loans. 

Forms. The facsimile forms indicate all 
the necessary figures; (Form A) repre- 
sents the work sheet; (Form B) represents 
the analysis card. Note that the analysis 
card indicates a place for loans, a record 
of which is necessary in judging the value 
of a depositor’s account. 

Suggestions for Saving Time in Analyz- 
ing. In an institution of ordinary size it 
would seem the best policy to analyze cus- 
tomers’ accounts on a three months’ basis, 
since the recapitulating of the figures in each 
account will be reduced to a minimum. In 
this connection it also must be considered 
that interest on individual accounts is sel- 
dom credited more often than quarterly. The 
hundreds and thousands should only be used 
when calculating balance and hold-out fig- 
ures. 


The time spent in analyzing will also be 
reduced considerably if a chart is prepared 
in which the necessary allowances for re- 


serve—size or loan cost—interest received 
from correspondents are made in the chart 


ous Two-Line 


Checks. 


calculations as indicated below. 


Average yield of all Loans and In- 
vestments 

Debit: 

Reserve percentage 

Per cent of total Size Cost to average 
Loans and Investments 


Ratio of interest received from cor- 
respondents to total Loans and 
Investments 


Deduct 16.1% of 


Net Income 

(The figures employed are intended only to il- 

lustrate the method and therefore should not be 
used for comparison with actual results.) 


The Net Income can then be used as the 
basis of revenue, and it will be unnecessary 
to make a calculation in each customer’s ac- 
count for such items as indicated. 

The chart may be made up showing the 
results in multiples of $100, treating the in- 
come at the net rate as the income at the 
gross rate. If such a chart is used, the 
income can then be calculated from collected 
balances. 

In a majority of instances the payment of 
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Unless You Use This Double Lock System Your Bank Account 
is at the Mercy of the Check Manipulator 


THE SAFE-GUARD CHECK WRITER CO., Inc. - 


interest is the bank’s largest expense item. 
This cost should be watched over very care- 
fully, and every legitimate deduction made. 
In an account reflecting a loss, the first 
adjustment should naturally be in this item 
through a reduction in the rate paid or its 
elimination. The deduction for float fig- 
ures is now universally made by all institu- 
tions and properly so. Some students are 
of the opinion that a deduction should also 
be made in the interest calculation for the 
amount of reserve that a bank must maintain 
against the deposit. There is some merit in 
this suggestion, but the question is an open 
one and should be given serious considera- 
tion. 

It is the tendency for all banks to be 
more accurate and scientific in the calcula- 
tion of the costs that enter into their opera- 
tions. Cost Accounting is proving to be a 
positive and satisfactory way of determin- 
ing the value of each customer’s account. 
It is believed that it meets with the approval 
of all the fair-minded and thinking depos- 
itors who do not object to paying for ser- 
vices rendered. 
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An analysis work sheet, enabling a bank to ascertain whether or not an 
account is profitable 


688 
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5.60% 
15.6 
.55 
Total 
Credit: 
16.1 
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